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THE PRESIDENT~S SCHEDULE 

Friday October 27, 1978 

Breakfast with Secretaries Cyrus Vance and Harold 
Brown, Dr. Zbigniew Brzezinski, and Mr. Hamilton 

Jordan - The Cabinet Room. 

·Dr. Zbigniew Brzezinski The Oval Office. 

Meeting. with Ambassador Mike Mansfl.eld. 
(Dr. Zbigniew Brzezinski} - The Oval Office. 

Mr. Jody Powell The .Oval Office. 

·Luncheon with.His Majesty King Khalid btn 
Abdul Aziz Al-Saud of Sandia Arabia. 

First Floor Private Dining Room. 

Signing Ceremony for H.R. 50, Humphrey-Hawkins, 
and S. 2570, Amending the Comprehensive Emp1oy-:­
ment and Training Act of 1973. (Mr. Frank 

Moore) The East Room. 

Meeting on the 1980 Budget and Economic 
· Ove.rview. (Mr. James T. Mcintyre, Jr,) • 

The Cabinet Room. 
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THE WHITE HOUSE 

WASHINGTON 

10/27/78 

Stu Eizenstat 
Bob Lipshutz 
The attached was returned in 
the President's outbox today 
and is forwarded to you for 
your information. The signed 
original has been given to 
Bob Linder for appropriate 
handling. 

Rick Hutcheson 

cc: Bob Linder 



MEMORANDUM FOR THE 

FROM: 

RE: 

STU 
BOB 

CAB 
(l) 
(2) 
( 3) 

THE WHITE HOUSE 

WASHINGTON 

October 26, 1978 
! 

PRESIDENT 

EIZENSTAT ~_, 
LIPSHUTZ Iff-Y 
Decisions: 
Aerovia Nacionales De Colombia (Docket 33011) 
Saudia Arabian Airlines (Docke,t 3269) v 
Pan Am, Inc. qeaboard and TWA (Dockets 32,893, 
3'2994, et al ~ )' 

1. .Aerovia Nacionales De Colombia, S.A. Docket 33011 

The CAB proposes· to amend the foreign air carrier permit of . 
AVIANCA to add as intermediate stops Rome and Milan, Italy .. : 
to its route between Columbia and Frankfurt, West Germany. 

All ag-encies r.ecommend that you sign the order. 

Approve Disapprove ·---d. 
2. ~audi Arabian Airlines Corporation Docket 12629 

The CAB proposes· to amend the foreign air carrier perinit of 
Saudi Arabian Airlines to operate four weekly roundtrip 
charter flights to cc..rry carg.o between points in Sat:.di 
Arabia on the one hand and New Yor.k and Qallas/Fort Worth 
on the other hand. 

All agencies recommend that you approve the order. 

Approve Disapprove 

3. Pan American World Airways, Inc., Seaboard World Airlines, 
Inc., Trans World Airlines, Inc. Dockets 32893, 32a94, 32a95, 
11128 et. al., 17196 et al., 17486 et al. 

The CAB proposes to award Pan Am, TWA, and Seaboard World 
Airlines au,thority ·to fly scheduled all-cargo f1ig~ts between 
two Air Force bases on the East Coast (Dover Air Force Base 
in Delaware and McGwire Air Force Base in New Jersey) and 
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Mildenhall Air Force Base in England. The carriers' 
authority is limited to carrying government property and 
military mail. 

All agencies recommend that you sign the order. All agencies 
recommend that you preserve the opportunity for judicial 
re~iew by stating that no defense or foreign policy rea~on 
underlies you~ decision. 

Approve Disapprove 

(THREE SIGNATURES RE0UESTED) 



F.l~atm~MPc eaw Made 
for Preaei'VatA!PDI~& rvt 

MEMORANDUM FOR THE 

FROM TIM 
JIM 

THE WHITE HOUSE 

WASHINGTON 

October 27, 1978 

PRESIDENT 

KRAFT tf1 
GAMMILL -.J·· -- &-

SUBJECT Commodity Futures Trading Commission 

Two weeks ago we sent you a memo discussing the Chairmanship 
of the Commodity Futures Trading Commis:sion. Jim Stone, our 
recommended candidate for Chairman, is meeting with you on 
Wednesday, N·ovember 1. Prior to that meeting, Stone will have 
met with Senators Talmadge, Eagleton, and Leahy, and Charles 
Schultze and Lynn Daft. we are arranging meetings with 
Alfred Kahn and Senator Huddleston, but they might take place 
after Stone ''s meeting with you. 

We still recommend that you consider Stone as your leading 
candidate for Chairman because of the unique qualities that 
he can bring to the Commission. These qualities include his 
proven record as a t_?ugh regulator and administrator, and 
his highly sophisticated understanding of how futures markets, 
for both agricultural and non-agricultural products, work. 

In addition to the Chairmanship, there is one additional 
Democra,tic seat to be decided. That seat is now held by 
Read Dunn, whose term expired la·st spring. Dunn, who is 
closely assoc.iated with the cotton industry, is from Missis­
sippi and is s.trongly supported for reappointment by 
Senator Eastland. Many others have urged that additional 
candidates be considered for this seat, and, in our earlier 
memo, we recommended that someone from the Midwest or South 
who has a strong agricultural background be selected for 
this position. we have just begun an active search for 
candidates, and we were planning a particularly heavy recr~iting 
effort to identify candidates from Iowa. Several names have 
already been proposed. 

Don Anderson, Congressman Mahon's candidate for Chairman, could 
be considered for this seat a•s Commissioner if he ls interested. 



If you speak with the Congressman, we recommend that you 
make the following points; 

(1) You have been looking for a Chairman who has 
previous experience as an economic regulator, and that 
you hope to be making a final decision on a candidate 
within a few days; 

(2) The Presidential Personnel Office has begun 
identifying candidates who have a strong agricultural 
background for a position as Commissioner., and that 
Mr. Anderson will be seriously considered, along with 
several other candidates already under consideration. 



"'· 
THE WHITE HOtiSE . ~~- . 

WASHIN.GTON 

10/17/7'8 

Tim Kraft 
Jim Gammill 

The attached was returned 
in the President.' s outboJ{ 
today and is forwarded to 
you for appropriate handling. 

Rick Hutcheson 



THE WHITE HOUSE 

WASHINGTON 

October 12, 1978 

MEMORANDUM FOR THE PRESIDENT 

FROM: 

. SUBJECT: 

TH1 KRAFT ft( 
JIM GAMMILLJ~6-

Chairman, Commodity Futures Trading Commission 

Within the next several weeks, William Bagley, Chairman 
of the Conunodity Futures Trading Commission (.CFTC}, is 
expected to announce his resignation. Although he has 
not offered an exact date of his resignation, he has 
already made an agreement to join a California law firm 
in mid-November . 

. The CFTC, one of the newest regulatory agencies, is also 
one of the least respected and least understood. Although 
its authori.zation was recently extended virtually unchanged 
for another four years, the Congress made clear the fact 
that a drastic improvement in the CFTC's performance must 
be forthcoming. 

MAJOR ISSUES 

The next Chairman of the CFTC will face three major 
challenges. First, Chairman Bagley has not provided 
a.dequate leadership or direction to the Commission and 
the staff, particularly in recent months, and Vice 
Chairman Gary Seevers had to assume many of the Chairman·• s 
respons.ibilities. While the agency's structure, after 
several recent reorganizations, is now in good shape, the· 
staff is demoralized, undirect.ed and relatively u:aproductive. 
The next Chairman will need to change that attitude. . . . 
Second, the industry recently has been, infected by dealers 
who have profited through deceptive and dishonest practices. 
Policing the dealers is a job that can not be shouldered 
by the CFTC itself, but also must be a major responsibility 
for the states and the industry. At the present time, 
the industry leaders are working on establishing a national 
association s1milar to the National Association of Stock 
Dealers (NASD}. The next Chairman must work with this· 
group to develop an acceptable framework for self-regulation 
with respect to the ethical conductof commodity dealers~ 
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Third, and most important, the futures industry is a-t the 
threshold of a major expansion. No longer do futures 
marke,ts exist solely for the purpose of stabilizing the 
pri.ces of seasonal agricultural commodities. There has 
been a remarkable surge of interest in .futures markets 
for financial instruments, and this trend is expected to 
pick up over the next five years. Trading of futures 
contracts is shifting from Chicago to New York; regional 
exchanges are maintaining a competitive edge by propos·ing 
newer, more sophisticated, non-agricultural-based futures 
ca.ntracts. 

The Commission, whetheror not it is prepared, will 
determine to a large extent how this growing industry 
will develop. As of now, neither the Congres-s nor the 
Commission has addressed adequately the questions of.the 
role and the limits of regulation of futures trading. 
Futures trading is becoming more accessible and more 
attractive to a much larger group of investors. Federa.l 
regulation soon will have to recognize and reconcile the 
relationship between futures contracts and the other, 
more traditional, forms of investment. The next Chairman 
must be the kind of pe;r son who c.an lead a rigorous 
examination·of these questions. 

PROPOSED CANDIDATE 

On Al:lgust 30, Senator Eagleton, Chairman of the Agriculture, 
Rural Development and Related Ag.encies Appropriations 
Subcommittee, wrote to you, asking that you appoint as 
Chairman of the CFTC "a tough, imaginative regulator". 
(A copy of his· letter is attached.) You noted that you 
agreed with the Senator's asses~ment. 

0 Following that direction, we have looked for someone with 
· an understanding of the workings of economic markets who 
also has a proven record as a good administrator and 
regulator. We believe we have.found a candidate, James. 
Stone of Massachusetts, who meets all requirements. 

Mr~ Stone was appointed in 1975 by Governor Dukakis to be 
Commissioner of Insurance for Massachusetts.. During his 
tenure, Stone has reformed both the manag.ernent and the. 
policies of the Department. 
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Administratively, Stone reduced tile size of the staff 
from· 30·4 to 230 during the first year, while simultaneously 
raising the number of employees with advanced professional 
degress from six to forty. After three years, the 
overall budget is still lower than it was before he took 
over; .. the professionalism of the department is far greater. 

Substantively, Stone has been principally responsible for 
a deregulating the automobile insurance industry and for · 
establishing wide-sweeping automobile insurance pricing 
reforms. 

stone was the main architect of a decision that prohibits 
the use.of premium-distractions based upon youth and 
gender in favor of a new system establishing rates on 
individual driving record. 

Although initially opposed by some of the industry, no 
legal challenges to the new rate structure were filed 
because, in the words of a former insurance commissioner 
quoted in Business Week, "the decis.ion is the most 
erudite and scientifi.c piece of work that has ever been 
done in insurance regulation". This summer, the National 
Association of Insurance Commissioners encourag.ed the 
adoption of similar plans by al.l States. 

Before becoming Massachus.etts Commissioner of Ins-urance, 
Stone was an instructor at Harvard College and a consultant 
at Fairfield and Ellis, Inc., a Boston insurance brokerage. 
His Ph.D. dissertation, "An Economic Study of t:he Securities 
Industry" was directed by Hendrick Houthakker, one of the 
drafters of the legislation creating the Commodity Futures 
'Trading Commission. Stone also published a book, One Way. 
for Wall Stree.t, based on hi.s dissertation, that advocated 
structural changes -to promote g.reater .competition within 
the securities industry. 

Jim Stone is well known by Jim King, Pat Caddell, and Jim 
Gammill, and all three think that Stone would be an 
excellent Chairman of the CFTC. 

Although there have not been many candidates for this 
position, there has been a considerable amount of interest 
from the Congress about who you will nominate. The 
Senate Agriculture Committee, chaired by Senator Talmadge, 
will conduct the hearings for any nominee to the CFTC, 
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and in -the aftermath of the David Gartner nomination and 
confirmation,· they undoubtedly are going to take an unusually 
close look at the next nominee. If Stone were to be · 
nominated, the two areas most likely to he questioned are . 
Stone's relatively young age, and his lack of an. agricultw::al 
background. We do not consider either factor to be a problem; 
on the contrary, we think that Stone will be seen as a 
nominee in the "Fred Kahn tradition"; that is, an extremely 
bright economist who has successfully implemented an equitable 
pro-compe:tition regulatory program. 

· When Chairman Bagley leaves, another Democratic vacancy will 
exist. We expect to consider primarily candidates with a. 
strong agricultural background from either the ·Midwest or 
SoUth for that position. 

RECOMMENDATIONS 

1. W.e recommend that you mee·t with James Stone to discuss 
with him the position of Chairman of the Commodity 
Futures.Trading Commission. 

Prior to that meeting, we recommend that Stone meet with 
Senators Talmadge, Huddleston, and Eagleton, and whoever 
else the Congressional Liaison staff deems appropriate. 
The cornrnents·of the Senators and key White House aides 
will be included in the briefing memo before the meetj;ng 

Frank Moore and Stu Eizenstat concur with the above 
recommendations. 

2. The Vice President has expressed his concern that an 
individual with an agricultural background is pr.eferable 
to someone without an agricultural background. 

DEC'ISIONS . . . 

. · / Schedule a meeting with James 

Send me additional! candidates ------

Stone ~· 

·~·· 
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THE.WHITE, HOUSE 

WASHINGTON 

FRIDAY .,..·ocTOBER 27, 1978 
9'::50 A.M, •. 

MR. PRESIDENT 

CONGRESSMAN GEORGE 

MAHON CALLED. 

PHIL 
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October 25, 1978 

Honorable Jimmy Garter 
President of the United States 
The White House 
Washington, D. c. 20:500 

D.ear ·Mr. President: 

r~f:N[;-
LIAISON 

OCT 2'1 1918 

I have just put down the telephone following. a con­
versation with Frank Moore. I told Frank I was 
vitally interested in seeing Mr. Don Anderson, who 
is from my hometown of Lubbock, Texas, selected for 
appointment as,chair~an of the Commodity Futures 
Trading Commission./. In my opinion, you aeed a man 
like Don who is familiar with farming, farm commodi­
ties and farm marketing to se·rve in this key posi ticm. 

Don Anderson is a well kaown agricultural leader who 
is sophisticated in the marketing of farm products. 
I have known him personally through the years. He is 
a top flight citizen and a strong Democrat who was one 
of your early supporters.. As I understand it, he· is 
being endorse.d by John White, s·enator Lloyd Bentsen, 
Jim Wright and others. I am strong for him. 

I had the impression that a decision might not be made 
in this matter for some time, but Frank tells me a 
decision may be imminent. 

I am attaching the personal resume of Don Anderson. 
Plea•se have a good look at this man, and· I hope you. 
can select him. 

M:dk 
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L. DON ANDERSON 

PERSONAL 

Address 

Telephone 

DATE OF BIRTH 

EDUCATION 

RESUME 

1500 Broadway, Suite 810 
Lubbock, Texas .. 79401 
Home 806 762 4070 Office .806 765 9477 

October 7, 1923 

Bachelor of Business Administration, 1948 
Texas Tech University, Lubbock, Texas 

MILITARY EXPERIENCE 

Pilot, U.S. Navy, 1943-45 

CURRENT BUSINESS ACTIVITIES 

• 

Co-owner and President of Agricultural Investment Consultants, 
Inc. Consultant in marketing of agricultural products. Active 
in developing export markets·to Japan and Europe of agricultural 
products. Estate management of farm properties of 20,000 acres. 

Co-owner and Chairman of the Board of Texas Cotton Marketing Corp.; 
firm buying and selling cotton using farm ppoduction contracts, 
mill contracts and commodity futures contracts. Developed con­
tainer export shipping program for markets to Germany and Italy. 

Currently farming approximately 1400 acres. Ranching operations 
of approximately 1500 acres producing wheat and cattle. 

Major stockholder in C~tizens Bancshares, Inc., a bank holding 
company, operating two agricultural banks. Active in all policy 
decisions as Chairman of the Board. 

Citizens National B~nk - Agricultural community bank in 
Crosbyton, Texas. Chairman of the ~9ard.· 

First State Bank - Agricultural community bank in Petersburg, 
Texas. Chairman of the Board. / 

President and executive~officer of Texas Pest Management Assn., 
a state-wide association of integrated pest manageme~t units. 
Coc~erative program with Texas A & M University and Texas Dept. 
of Agriculture developing integrate2 pes: zanage~eut syste~s fer 
production of cotton, sorghum and peanuts. 

President and major stockholder of Cotton Hybrids, Inc., a 
f~undation seed company developing hybrid cottonseed. 
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Cotton production cost studies and investigation of marketing 
sy~tems in Kenya~ Tanzania~ Uganda, Greece, Turkey, Pakistan, 
Thailand, Hong Kong, and Japan, 1969. 

Attended International Cotton Advisory Committee {ICAC) Meeting 
in Kampala~ Uganda, 1969. 

Central American crops and poultry production St~dy in Puerto 
Rico and Dominican Republi~~ 1968. 

Latin American crops and cattle investment consultant work in 
Yucatan Peninsula, Central and Souiheastern Mexico, 1966. 

Farm Bureau European Agriculture products marketing study in 
Netherlands, France, Belgium, England, and Germany, 1965. 

CIVIC ORGANIZATION ACTIVITIES 

Texas Tech University Ex-students Assn., Board Member, 1966-60. 
President Texas.Tech University Ex-students Assn., 1966. 
President Crosbyton Lions Club, 1966. 
Board Member and Chairman o.f Crosbyton Independent School 
District, 1966-53. 

AWARDS 

1969 
1966 
1965 
1958 
1958 

Texas Tech Award - Outstand·ing Work in Agriculture 
Texas Agriculture Man of the Year 
Crosbyton Outstanding CitizBn Award 
Texas Conservation Award 
Crosby County Farmer of the Year 

SELECTED SPEECHES AND COMMITTEE TESTIMONY APPEARANCES 

1978 Testimony presented to the House Sub-committee for 
Appropriations on Integrated Pest Management Programs 

1977 Testimony presented to the Senate Sub-committee on 
Integrated Pest Management 

1977 Texas A & M University Research Directors Conference 
"Research Needs - Marketing" . 

1975 Texas A & M University Annual Wate~ Conference 
"Economics of Irrigated Crop Productionn 

1970 Testimony presented to Senate and House Agricultural 
Sub-committ.ee on Co-tt·on. Mark.~ting Needs / 

1969 Southeastern Cotton Producers Annual Meeting, Auborn 
University - "Market Development Opportunities for Cotton" 

1969 Americ.an Cotton Sh.ippers Association Annual Meiting, Las 
Vegas, Nevada- "Research and Promotion Needs for Cotton" 

1969 Plains Cotton Grriwers Annual Meeting, Lubbock, Texas - "Our 
Ability to Compete in World Markets" 
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/ 
/ 

/ 
/ 

/ 

:~ . 



Ele~tt!!riJc eopy Made 
for Preservntl~!l'l Purposes 

MEMORANDUM FOR T.HE 

FROM: 

SUBJECT: 

RAFSHOON: 

THE WHITE HOUSE 

WASHINGTON 

27 October 1978 

PRESIDENT II 
RICK HUTCHESO~.Jt._ 
Status of Presidential Requests 

L (10/4) The President needs 3 or 4 names of the people 
who might serve on the selection committee for art · 
awards; the first meeting w±th be 11/17. These persons 
should relate to tv /movies/popular mus·ic -- Done. 

KRAFT: 

1. · (10/17) This is discouraging; nothing better yet for the J~ 
Director of TVA? -- Done, ('memo on your desk) . 

2. (10/20,) (and J. Gammill) Confirm that both Ter:-esa Hughes 
and Dr. Dunlap will be firm in the collection of student 
loan payments -- In Progress, (exp~ected 11/1, previously 
expected 10/27). 

VICE PRESIDENT: 

1. (10/25) Make sure that Andrus approves the Executive Order ~ 
regarding the Holocaust Commission -- Done. 

WISE: 

1. (7/20} (and Voorde} Try to work out the Future Farmers I .. 
of American convention in November; check with the President~ 
be fore. final acceptance -- Done, (scheduled for 11/9} . 

ATTORNEY GENERAL BELL: 

1. (10/20) Please draft an answer for the President concerning 
tte letter from Frank Church about the WASHINGTON POST article 
of how DoJ is being asked to provide guidelines on how it 
intends to enforce the foreign anti-bribery statute passed 
by Congress in 1976 -- In Progress, (,expected 11/1). 
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MOORE: 

1. (10/21). (and Eizenstat) Don't we need a letter to Sen. 
Talmadg·e regarding sugar -- Letter not necessary; (Dan 
Tate has discussed this with you). 

2. (5/6) See Jim Gammill regarding Malcolm Reese. Comply 
with Sen. Nunn's reques,t that Reese serve at either SBA 
or FHLBB in Atlanta or Washington -- Done, (Rees~ has 
accepted a job as President of the North Miss:issippi 
Saving:S and Loan, Oxford, Mississippi). 

WATSON: 

1. (9/22) Can we restrain or prevent deve.lopment at the 
sacred home of the Hopi Indians in San Francisco? 
Done, (attached) . 

EIZENSTAT: 

1. ( 10/10) Any ideas on the letter from D. W. Brooks (of 
Gold Kist, Inc. ) concerning; civil service and the 
bureaucracy -- Done, (copy of Eizenstat letter to Brooks 

2. 

attached) • --

(10/17) The 
is a problem 
can we do? 
attached). 

President agrees with Arthur Burck that there 
concerning corporate mergers, etc.; what 

Done, (copy of Eizenstat lette.r to Burck 

3. ( 10/2'5) Let Mcintyre or someone explain the Schlesinger -'~ ~ 
memo concerning the Presidential exemption DOE/Sandia ~ 
Laboratories to the Pr·esident -- Done. 

SECRETARY CALIFANO: 

1. (5/30) Give the President a progress report on the status 
of Hispanic employees at HEW in October -- Done, (in 10/27 
weekly repor::). 

BRZEZ IN SKI: 

1. (6/21) Ask your s;taff and ACDA to prepare an a.ssessment I~ 
of Foreign Affairs article on SALT -- Don~, (Zbig has ~·-
discus:sed with you and no written assessment will be 
forthcoming) . 



Eleotmltatle eop, Made 
for Preservation !Purposes THE WHITE HOU,SE 

WAS H I N G T 0 N, 

October 27, 1.978 

Dear Senator Goldwa.ter: 

The Presidemt asked me to respond further to your recent 
le-tters concerning the religious rights of the• Hopi 
Indians in the San Francisco Peaks of Northern Arizona. 
Secretary Bergland has assured the Presid.ent that the 
traditional religious rights of the Hopi will be fully 
preserved and protected. Secretary Bergland is committed 
overall to help resolve conflicts between American Indian 
religious practices and federal policies and has estab­
lished a task f·orce. in the Departmem,t to deal with this 
and other problems confronting native Americans. 

There is a proposal under consideration by the Forest 
Service to expand the .Arizona Snow Bowl development which 
operates under permit on the Coconino National Fo~~st. 
In its evaluation of the developer's proposal through the 
environmental statement process, Forest Service representa­
tives have. met p.ersonally with Hopi and Navaj;o representa­
tives in ·an effort to understand and reflect their religious 
views and their comcerns re~arding expansion of the Snow 
Bowl facilities. Secretary Berg.land has as·sured us that 
extreme sensitivity to Hopi and Navajo religious rights 
\vill be exercised before any decisions are reached. 

The Forest Service has also submitted a proposal to the 
Interior Department to designate an area o£ the San 
Francisco Peaks a National Natural Landmark. The President 
has dire.cted the Secretaries o.f Interior and Agriculture to 
work together to determine if this, or some other designa-. 
tion, would appropriateJy -protect and facilitate Indian 
re,ligious activities in tlie area, and has asked the 
Secretaries also to wor.k with you in this connection. 

The Honorable Barry M. Go 
United States Senate 
Wash±ngton, D. C .. 20510 

Sincerely, 

L~~ 
H. Natson, Jr. 

...... : . :::::. ;; :;;;.·.·:.·.-. ·• ·. ·. ·. ·. ·. ~ ::::: ·.: ::::::::::::; -~;;;.:.: : .. :.:::::::::: .. :::: ~:~:;; :; .... ~::: :: :: .. ; ... :. ~ ~ .: .. ; -·:: ... ;;; .. 



• · Electmtllt8!!tle eo, Made 
. for Preaervatl~n Purrposes 

() w. 

THE WlH ITE HOUSE 

WASHINGTON 

October 26, 1978 

b.ear Mr~rooks: 

The President has asked· me to respond to your letter of 
September 27 and the attached memorandum. We certainly 
appreciate your comments on the Civil Service Re.form Act. 
We are very pleased the Congres:s has responded so quickly 

.,.. 

to adopt this legislation. We will now begin the challenging 
task of implementing it, to realize its full promise. 

We al,so appreciate your views on the Legislative Veto 
issue. Your point -- that the Executive Branch must have 
an answer to the problem that has prompted support of 
the Legis.lative Veto idea -- is well taken. We have begun 
to develop mechanisms within the Execut.ive Branch for 
more effective management by polit'ically accountable 
agency heads, and by the President, as well as by the 
public, of regulatory decisions. We a:re continuing. to 
work on this problem and expect to have far-reaching 
administrative and legislative proposals in the near 
future. I have forward'ed your recommendations to people 
wi t·llin the Administration who are currently a,t work on 
this issue. 

Thank you for taking: the trouble to write to the Pres·ident. 

bee: Bill Simon/Rick 

Mr. D. W. Brooks 

Sincerely, 

Stu/k/ k:~at 
Assistant to the President 

for Domes~ Affairs and Policy 
Hu'tche son.,-

Chairman of the Board Emeritus 
Gold Kist Inc. 
244 Perimeter Center Parkway, N.E. 
Atlanta, GA. 30301 £, . ~ 

b: hJ · : I!:!: ~-4 fr+,_~"' ;:;J;;,£.: N-, 
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·THE WHITE HOUSE 

WASHINGTON 

October 31, 1978 

Dear Mr. Burck: 

The Pres.ident asked me to respond to 
your recent letter to Mrs. Carter. 

I am very much interested in your per­
ception that ·corporate mergers have 
reached dangerous levels. My staff and 
I will consult with the Department of 
JU!;'?.tice to review the adequacy of our 
present approache,s. Your material con­
tains some interesting sugg.estions 
which will receive very careful considera­
tion. 

Sincerely, 

/ffi. W.· 1v ' Stuart E. Eizenstat 
Assistant t the Pres·ident 

for Domest.ic Affairs and Policy 

Hr. Arthur Burck 
Arthur Burck & Co. 
P.O. Box 2197 
PaJ:m Beach, Florida 334,8·0 
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THE WHITE HOUSE 

WASHINGTON 

October 27, 1978 

MEMORANDUM FOR THE PRESIDENT 

FROM: HUGH CARTER~ 
SUBJECT: .weekly Mail Report (Per Your Request) 

Below are statistics on Presidential and Fi:~rst Family: 

INCOMING 

Pr·es'idential. 
First Lady 
Amy 
O·ther First Family 

TOTAL 

BACKLOG 

Presidential 
First Lady 
Amy 
Other 

TOTAL 

WEEK ENDING 10/20 

26,1'50 
1,250 

6·80 \ 
100 

28,180 

5,410 
170 

0 
0 

5, 5·80 

WEEK ENDING 10/2'7 

22, 8 6(:} 
1,080 

570 
80 

24,590 

5,670 
160 

0 
0 

5,830 

DlES'l'RIBU':L'ION OF PRESIDENTIAL ~11\IL ANALYZED 

Agency Referrals 
\"1H Corres:pondence 
Unanswer,able Mail 
White House Staff 
Greetings Requests 
Other 

TOTAL 

NOT INCLUDED ABOVE 

Form Letters 
Form Post Cards 

Mail Addressed to 
White House Staff 

cc: Senior Staff 

8% 
52% 
14% 

8% 
17% 

l% 

100% 

23,866 
9,200 

'14,, 562 

7% 
56·% 
14% 

6% 
17% 

0 

100% 

33,145 
7,050 

18,843 



MAJOR ISSUES IN 
CURRENT PRESIDENTIAL ADULT MAIL 

Week Ending 10/27/78 

ISSUES 

Support for Proposed IRS 
Guidelines for Determining 
Tax Exempt Status of 
Private Schools 

Support for Amendment to 
HR 9937 re: Tariffs on 
Textile Imports (1} 

Support for Revenue Act of 
1978 HR 13511 

Support for Meat Import Act 
of 1978 HR 11545 (2} 

Support for President's 
Address to the Nation on 
Inflation 10/24/78 (3} 

Support for Amendments to 
Rehabilitation Act of 
1973 HR 12467 

Support for Treatment of 
Jehovah's Witnesses in 
Argentina 

Support for Appointment 
of Sarah Weddington 

Comments re: Domestic 
Economic Situation 

Support for Pardon for 
Patricia Hearst 

Support for Reduction of 
Capital Gains Taxes 

Support for Aid to Nicaragua 

Support for President's 
Success at Middle East 
Summit Conference 

PRO CON 

0 100% 

93% 7% 

73% 27% 

98% 2% 

59% 26% 

91% 9% 

0 100% 

1% 99% 

0 0 

91% 9% 

71% 27% 

0 100% 

99% 1% 

(See Notes Attached) --

COMMENT 
ONLY 

0 

0 

0 

0 

15% 

0 

0 

0 

100% 

0 

2% 

0 

0 

Total 

NUMBER 
LETTERS 

1,381 

958 

496 

451 

344 

317 

243 

241 

210 

180 

177 

116 

107 

5,221 
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.I F'lectmstatfc eopr Made 
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STATEMENT BY THE PRESIDENT 

With the signing of the .Full Employment and Balanced 

Growth Act, this Nation is putting its long-term economic 

goal of full employment wi.th sta•ble pri'ces into law. This· 

Act ·requires the Congress and the Pres-ident to set goals 

each year and indicate the policies that will be follo.wed 

to achieve them. 

This was the last major piece of legislation that 

bore the name O·f a great and compassionate Ameri.can., Hubert 

Humphrey. He knew how des.tructi:ve unemployment was both 

to individuals and to the social fabric of our Nation. 

He dreamed of the day when every Amertcan who wanted· to 

work could work. ~only wlsh !!abet t ill::lmpln eJ eould ~e 

w' U:1 us tadar ts eee this goal established iA lau. 

Congressman Gus Hawkins., .who co-authored this 

legislation from its inception, continued to provide the 

leadershi.p to help secure its passage after Hubert Humphrey's 

untimelydeath, as did Senator Muriel Humphrey. I also 

want to express my apprec·iation for the exceptional role· 

,played by the F:.ull Employment Action Council, ably chaired 

by Core,tta Scott King·; whieh eom dlnated the 1 esources of 

lfil.gielat~. ; 4:-o ~ 

tAe Congressional Black Caucus, under the leadership 

of Parren Mitchell.; pla).ed a majsc raJ e fA paeeiflg ~hese 

b·ills which wi 11 ~eHefH all Amet icans· • 

..I.....waftt to ~e House Speaker Tip O'Neill and Senate 

Majority Leader Robert Byr~ whose unflagging support and 

hard work translated these two legislative proposals into 

the bills that I am about to signj 
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~~Hat of names waul~ be eomplete lfithet~t expt esaift@ 

appPaeh:tion ~o Leon Keyserli:ng, ube saP"ad ae Pl"eeidefti; 

b~:~ma11's chief eeol'lemie a~"iaaP and whose b.PilliaA4r work 

tn drafting th'i·s legislation aR~ g1 eat patience. tnf'oagtr 

aJ, t9eee I!ISA1;a~e~tl-;7~ ~sib1e. 
The Humphrey-Hawkins bil!l i.e !RePe tArilR j~o~st a sy:mho] 

co~f_co~u>~"P~eH:e~AHleH:aH=P'fAI----4i..ioo'& provides a framework for coordination 

between the Executive Branch, the Congress and the Federal 

Reserve System in taking reali-stic actions to achieve full 

employment and a reduction in i·nflation .• 

Unemployment was at 8 per cent on Eil.ection Day 1976. 

One of my first actions as President was to propose legis­

lation to put Americans back to work. A part of that 

legislation created the largest public service jobs and 

training program since the New Deal. The results have 
~ Ju.- ~tiuc.e./ 1-1""9' •. 

been dramatic -- unemployment,. ~ dow11 to 6 pel" eeft'&. More 

than 6.5 milliori new jobs have been created -- a record 

not mat.ched in so short a period even in wartime. Over 

1.5 million people have been taken off of the unemployment 

rolls. 
J,..8 

I am1 signing the Comprehensive Employment and Training 

Act Amendments of 1978 at t9e eame Mme because the programs 

in it provide major tools in our effort to reach the un-

employment goal of the Humphrey-Hawkins biH by 1983'. 

I am pleased that the Congress approved our recom­

mendations to extend CETA and more ~harply target its 

programs to those mos·t i'n need of help~ base~ eft langth 

o.f 'IRBIRJ3leyl!leRt an~level ef iaeeme. The Congress also 
..,.,..... . ,£. Lc.J-

gave,.Secretary Mal"efiall the authority we requested to 
.)~ 

investigate and deai effectively with tsa liMited amount 

.e-f fraud and abuse which has occurred in the public jobs 

prqgrams. :fhose few unscrupulous people who would us.e these 
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programs as political plums or !or/ personal gain d'eserve 
a..,.(U'*'(A#th~- -._Q" ,PUAIJ~.-~r. 
ne fa;or. They are • threat to the opportunittes of people 

who have been unable( to} fullV participate in our economy. 

We intend to see• that such abuses are ended. 

My Admini~tration is committed to attacking the Bpecter 

of youth unemployment, which threatens to sap the will and 

waste.the potential oF a sizeable portion of a whole genera­

tion. Extending the Youth Employment and Demonstration 

Projects Act is critical to the success oF this effort. 

Our targetted tax credtt proposal approved as part of the 
JsD 

tax bill will"help thousands of young people find work. 

I am particularly proud that the Congress approved 

our r.equest fep a new Title VII in the 813'FA legislation, _ 

_a. Privat·e Sec.tor Initiative Program. The Private Industry 

Councils this establishes all across the nation will bring 

:Labor, •busi•ness and community leaders in to t•he full 

partner.ship ne.cessary to ·make CETA most effective. 

Hubert Humphrey said: 

"The Humphrey-Hawkins bill is a first step, but 

an indtspensable one, towa·rd an era of full 

employment, .steady economic growth. and reasona•ble 

pr-i·ce stabili.ty. It is no panacea. lt is no-

miracle cure,. but with it, national economic• 

po~icy will be required to be directed toward 

achieving specific, measurable economic goals ••• " 

Although a·ttalning the unemployment and· inflation 

goats of this .bil!l will be exgeecSiAgly difficult, we w.ill 

do our best to reach them. The CETA legislatton with its 

at.tack on structural unemployment is a key to that effort. 
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But I ·must warn you that our fight against inflation 

must succeed if we are to maintain the steady economic 

growth. necessary to avoid an increase in unemployment and 

to achieve the goals in the Humphrey-Ha~klns· bill. Success 

in fighting inflation is critlca·l to success in fighting 

unemployment. 
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THE WHITE HOUSE 

WASHINGTON 

FRIDAY - OCTOBER 27, 1978 
3:30 P.M. 

MR. PRESIDENT' 

GEORGE MAHON CALLED 

AGAIN. 

PHIL 
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THE WHITE HOUSE 

WASHINGTON 

10/27/78 

Chairman Miller 

The attached was returned in 
the President's outbox today 
and is forwarded to you for 
your information. 

Rick Hutcheson 

I 
i 

J 

I ., 

i 
'.~ 
J 



I FOR STAFFING 
FOR INFORMATION 
FROM PRESIDENT'S OUTBOX 
LOG IN7TO PRESIDENT TODAY 
IMMEDIATE TURNAROUND 
NO DEADLINE 
LAST DAY FOR ACTION -

-
ADMIN CONFID 
CONFIDENTIAL 
SECRET 
EYES ONLY 

VI,CE PRESIDENT 
EIZENSTAT 
JORDAN ARAGON· 

-· ---

KRAFT BOURNE --
LIPSHUTZ 
MOORE 

,POWELL 

BUTLER 
H. CARTER 
CLOUGH 

WATSON COSTANZA 
,WEXLER 
BRZEZINSKI 
MCINTYRE 
SCHULTZE 

CRUIKSHANK 
FALLOWS 
FIRST LADY 
GAMMILL 
HARDEN 
HUTCHESON 

ADAMS JAGODA 
ANDRUS 'LINDER 
BELL 'MITCHELL 
BERGLAND MOE 
BLUMENTHAL PETERSON 
BROWN PETTIGREW 
CALIFANO PRESS 
HARRIS RAFSHOON 
KREPS SCHNEIDERS 
MARSHALL VOORDE 
SCHLE&INGER WARREN 
STRAUSS WT~l<' 

VANCE 
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BOARD O·F ,GOVERNORS 
OFT·HE 

FEDERAL RESERVE SYSTEM 
WASHINGTON,·D.C; 20551 

G. WILLIAM MILLER 

CHAIRiMAN 
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Frank Moore 

THE WHITE HOUSE 

WASHINGTON 

10/27/78 

The attached was returned in the 
President's outbox today and is 
forwarded to you for delivery. 

Rick Hutcheson 

PELL LETTER 

·i 
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THE WHITE HOUSE 

WASHINGTON 

October 26, 1978 

MEMORANDUM FOR THE PRESIDENT 

FROM: FRANK MOORE;, /hi~ 
BOB THOMSON 

SUBJECT: 
0
Pell Letter 

Senator Claiborne Pell has requested this letter for use 
in his campaign. This will be the first time you have 
indicated formally you will sign the Middle-Income 
Assistance Bill. 

OMB (Sue Woolsey} and DPS (Bert Carp} have approved 
the text. 

The enrolled bill is not yet here, although it is expected 
next week. 
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THE WHITE HOUSE 

WASHINGTON 

October 27, 1978 

To Senator Claiborne Pell 

I am pleased to inform you that I intend 
to sign s. 2539, the Middle-Income Student 
AS'S:istance Act. This legislation, which 
you sponsored and I supported, will help 
ensure that no American who wants to attend 
college will be prevented from doing so 
because of a.lack of finances. It partie~ 
ularly helps students from middle-income 
families who forme.rly were ineligible for 
grant and loan assistance. 

This legislation passed the Senate primaril:'t" 
because of your leadership and hard work. 
I look fon.;ard to your continuing advice and 
assistance developing education policy 
during the next Congress. 

Sincerely, 

\ 
\~--" 

The Honorable Claiborne Pell 
United States Senate 
Washington, D.C. 20510 

··- -~ . . .... -- ····-- - . 
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SIGNING CEREMONY FOR .H,.R. 50 AND $, 2570 
F~ I DAY, OCTOBER 27, 1978, 2 :•00 P, M, 

1 

WHH liHE SIGNING OF THE FULL 'EMPLOYMENT AND BALANCED GROWTH AcT, 

THIS NATION IS PUifTING ITS LONG-TERM ECONOMIC GOAL OF FUL;L EMPLOYMENT 

WHH SiTABLE •PRICES INTO LAW .• 

THIS AcT REQUIRES THE CoNGRESS AND· THE PREHDENiT TO SEiT GOALs. 
/' 

EAC:H YEAR AND INDJ•CAl!E THE POLICIES THAT ~JILL BE FOLLOWED TO ACHIEVE- THEM, 

THIS WAS THE LAST MAJOR PIECE OF LEGISLATION THAT BORE THE NAME OF 

.A GREAT AND• COMPASSIONATE AMERICAN--llUBERl HUMPHREY, 

He KNEW HOW DESTRUCTIVE UNEMPLOYMENJ WAS BOTH TO INDIVIDUALS AND 

TO THE SOC'IAL FABRIC OF OUR ·NAHON, 

,<=~R=) SHe DREAMED Of THE DAY,,,,.) 

------·-- --·----------- ............. .. 

2 

He DREAMED oF THE DAY WHEN EVERY AMERICAN WHO WANTED TO woRK coULD 

WORK, 

CoNGRESSMAN Gus HAWKINS, WHO co-AUTHORED THIS LEGI'SLATION FROM ITS 

INCEPTION~ CONTI:NUED TO PROVIDE THE LEADERSH•IP TO HELP sECURE ITS PASSAGE 

AFTER HUBERT HUMPHREY's UNTIMELY DEATH, AS OlD SENATOR MURIEL HUMPHREY, 

I ALSO WANT TO 'EXPRESS MY APPREC 1-A Tl ON FOR tHE EXCEPT! ONAL ROLE 

PLAYED .BY THE FULL EMPLOYMENT AcnoN CouNCIL, .ABLY CHAIRED BY CoREJTA 

Scon KINGJ,, ,TO THE CoNGRESS·IONAL BLACK CAUCUS, UNDER THE LEADERSHIP 

oF PARREN MITcHELL; ••• To House SPEAKER TIP O'NEI'LL AND SENATE MAJORITY 

LEADER :RoBERT BYRD, WHOSE UNFLAGGING SUPPORT AND HARD WORK TRANSLATED 

THESE TWO LEGISLATIVE PROPOSALS I•NTO THE. BILLS THAT I AM ABOUT TO SIGN; 

(=~ CARD=) (AND TO LEON KEYSERLING,,,,,,) 

3 

, , , , , AND TO• LEON KEYSERL-J!NG, .WHOSE WORK IN DRAFHNG THliS LEGISLJI.H<'N 

·HAS .HELPED TO MAKE THIS DAY :POSSIBLE, 

THE HUMPHREY-HAWKINS BII.!L •PROVIDES A FRAMEWORK FOR COORDiti/\TION 

BETWEEN THE EXECUTIVE BRANCH~ THE CoNGRESS AND THE FEDERAL f.ESERVE 

SYSTEM- l·N TAKING REAUSHC ACTIONS TO ACHIEVE FULL EMPLOYMENT AND A 

REDUCHON IN INFLATION, 

UNEMPLOYMENT WAS AT 8 PERCENT ON ELECTION DAY 1976, 

ONE OF MY FIRST ACTIONS AS PRESIDENT\WAS TO PROPOSE LEGISLATION 

TO PUT AMEMCANS BACK TO WORI<, 

A PART OF THAT LEGISLATION CREATED THE LARGEST PUBLIC SERVICE JOBS 

AND TRAINING PROGRAM SINCE THE NEW DEAL, 

(=oVER=) {THE RESULTS HAVE BEEN .. ,") 
~ 
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THE RESULTS HAVE BEEN DRAMATIC -- •UNEMPLOYMENT HAS BEEN REDUCED 

25 PERCENT, 

~10RE THAN 6.~5 M:liLLION NEW JOBS HAVE BEEN CREATED -- A REC.ORD NOT 

MATCHED IN SO SHORT A PERIOD EVEN IN WARTIME. 

OVER 1.5 MILLION 'PEOPLE HAVE B.EEN TAKEN OFF OF THE UNEMPLOYMENT 

ROLLS, 

AM ALSO SIGNING THE COMPREHENSIVE EMPLOYEMNT AND TRAINING AcT 

AMENDMENTS OF 1978 BECAUSE THE PROGRAMS rN IT PROVIDE MAJOR "FOOLS IN OUR 

EFFORT TO REACH THE UNEMPLO:Y:MENiT GOAL OF THE HUMPHREY-HAWKINS BILL BY 

1983. 
(=NEW CARD=) (I AM PLEASED lHAT.,,, ,) --

5 

I AM PLEASED THAT liHE CONGRESS APPROVED OUR RECOMMENDATIONS TO 

EXTEND C.E.T.A, AND MORE SHARPLY TARGET ITS PROGRAMS TO THOSE NOST IN 

NEED OF HELP, 

THE CoNGRESS ALSO GAVE THE SECRETARY OF lABOR THE AUTHORITY HE 

REQUESTED TO INVESTIGAT•E AND DEAL EFFECTIVELY WITH SOME FRAUD AND ABUSE 

WHICH HAS OCCURRED IN THE PUBLIC JOBS PROGRAMS, 

THOSE FEW UNSCRUPULOUS PEOPLE WHO WOULD USE THESE PROGRAMS AS 

POLITICAL PLUMS OR FOR PERSONAL GA'I'N DESERVE CONDEMNAUON AND 

PUNISHMENT, 

THEY ARE A THREAT TO TI:IE OPPORTUMHES OF PEOPLE WHO HAVE BEEN 

UNABLE FULLY TO PARTICIPATE IN OUR ECONOMY, 

WE INTEND TO SEE THAT ~UCH ABUSES ARE ENDED, 

MY ADMINISliRATION IS coMMITTED To ATTACKING THE SPECTER oF 

YOUTH UNEMPLOYEMNT, WHICH THREATENS TO SAP THE WILL AND WASTE THE 

POTENTIAL OF .A SIZEABLE PORTION OF A WHOLE GENERATION, 

6 

ExTENDING THE You:rH EMPt.OY1!1ENT AND· DEMONSTRATION PROJECTS AcT 

IS CRITICAL TO THE SUCCESS OF l:H•IS EFFORT, 

·OUR TARGETTED TAX CREDIT PROPOSAL APPROVED AS PART OF THE 

TAX BILL WILL ALSO HELP THOUSANDS OF YOUNG PEOPLE FIND WORK, 

I AM PARTICULARLY PROUD THAT THE CONGRESS APPROVED OUR RRlVATE 

SECTOR INITIATIVE PROGRAM, 

THE PRIVATE INDUSTRY CoUNCILS THIS ESTABLISHES ALL ACROSS THE 

NATION WILL BRING LABOR, 

PARTNERSHIP NECESSARY TO 

I 

BUSINESS AND COMMUNITY LEADERS INTO THE FULL 

MAKE C.E. T .A. MOST EFFECTIVE. 
I 

. (;;t@ CARDi;) UiuBERT HUMPHREY SAI.D,,,,,,) 
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HUBERT HUMPHREY SAID·: "THE. HUMPHREY-HAWKINS BIll IS A FIRST 

STEP, BU'f AN INDISPENSABLE ONE, TOWARD AN ERA OF FUll:. 'EMPLOYMENiT 
1 

S'fEADY ECONOMIC GROWTH AND REASONABLE PRICE STABILITY, IT IS NO 

PANACEA, IT l.S NO MIRACLE CURE, BUT WITH J.T, NATIONAL ECONOMIC 

POLICY WILL BE REQUI:RED TO BE DIRECTED TWOARD ACHIEVING SPEC:I'FI:C, 

MEASURABLE :ECONOMlC GOALS , , II 

ALTHOUGH: ATTAINING THE UNEMPLOYMENT AND INFLAT'ION GOALS OF TH>I•S 

·B:I:LL Witll BE DIFFICULT, •WE WILL DO OUR BEST :J;O REACH' tHEM, 

ifHE C.E.T.A .• LEG!SLAnoN W.ITH ITS ATTACK ON STRUCTURAL 

UNEMPLOYEMENT IS A KEY tO THAT EFFORT, 

(=ovER=) ._,_ (BUT l MSUT WARN YOU THAT,,,,,) 

8 

~f ·. · .. BUT I MUST WARN YOU THAT OUR . AGAINST INFLATION MUST 

SUCCEED lF WE ARE TO Alfj"Jfj{'I N THE STEADY ECONOMIC GROWTH NECESSARY 

TO AVOID AN INCREASE IN UNEMPI.:OV.MEN'f AND TO ACHIEVE THE GOALS IN THE 

HUMPHREY-iHAWKINS BILL, 
-· 

SuCCESS IN. FIGHHNG INFLATION IS CRITICAL TO SUCCESS IN 

FIGHTING UNEMPLOYMENT, 

# # 



..... 

WASHINGTON, D.C. %01110 

October 26, 1978 

Dear Mt. President: 

Both of us are much embarassed that we 
cannot attend the signing of the CETA and 
Humphrey-Hawkins bill.s tomorrow, Friday, 
October 27 at 2:00P.M. per your g~acious 
invitation. We are heavily engaged in tbe 
campaign and just cannot pry loose for Friday. 
We hope you will forgive us and wish to assure 
you that.as we diligently and devotedly managed 
both bi:U,.$ on the floor of the Senate so shall 
we diligently and devotedly seek to carry out 
their implementation. and true purpose and 
intent. 

We consider the CETA bill to meet our 
Nat:iot1's needs as to hardheaded targeting and 
economy in a necessary buttressing of our means 
to deal with structural and endemic unemploymep.t, 
with a h~avy ei!lphasis upon training and enlist­
ment of the private sector for a t~~nsition from 
government jobs and training to private jobs. 
The Hwnphrey-J:iawkip.s bill is an historic effort 
to plan for our future and to give workers those 
®derlying assurances of our solicitude for full 
employment of which the Employment Act of 1946 
was a first installment which is now being 
measurably advanced. 



Our best wishes and congrat1.1lations on the 
signi of both bills, believe us both, 

The President 
The White House 
Washington, D.C. 
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THE WHITE HOUSE 

WASHINGTON 

October 26, 1978 

BTLL SIGNING 
H.R.SO - HUMPHREY-HAWKINS 
8.2578 - CETA ACT AMENDMENTS 

Friday, October 27, 1978 
2:00 p.m. 
East Room ~ 

From: Frank Moore1rl'\ 

I • PRESS PLAN 

Open Press Coverage 

II. STATEMENT 

Attached 

III. PARTICIPANTS 

Following your remarks and the signing of the bills, I 
recommend that you call upon the following participants 
for brief remarks: 

Muriel Humphrey 
Gus Hawkins 
Caretta King 
Ray Marshall 

Platform Guests 

Senator Muriel Humphrey 
Senator Paul Sarbanes 
Cong. Gus Hawkins 
Cong. Ted Weiss 
Delegate Baltasar Corrada 
Cong. Morgan Murphy 
Cong. Shirley Chisholm 
Cong. John Conyers 
Cong. Ron Dellums 
Cong. Charles Diggs 
Delegate Walter Fauntroy 
Cong. Parren'Mitchell 
Secretary Ray Marshall 
Under Secretary Ernie Green 
Caretta King 
Governor Cliff Finch 

' 
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Mayor Michael Bilandic (Chicago) 
Mayor Bee:' Alexander (Syracuse) 
Mayor Richard Hatcher (Gary) · 
Benjamin Hooks, N.A.A.C.P. 
Carl Holman, National Urban Coalition 
Jacob Clayman, AFL/CIO 
Irving Blues,tone, UAW . __ 
~~,.~' .. : )'_~ii-.a::r--;_):>p:er~ti:t;~L~~i§~·~:r:~~~::.-~_i ~~4eiJt 
Albert Shank.er, Amer1.:can FederatJ.on of Teachers 
Jerry Wurf, AFSCME 

Seated in reserved spots in the front row will be: 

Mrs. Humphrey's guests including her son "Skip" and his 
wife, Lee. 

Mrs. Ray Marshall 
Mrs. Harrison Williams (wife of Senator Williams) 
Mrs. Gus Hawkins 
Mrs. Frances Humphrey Howard (sister of Hubert Humphrey) 
John Carr, Full Employment Action Council 
Mayor Frank Logue (New Haven) 
Mayor Ernest Morial(New Orleans) 
Mayor Kenneth Gibson (Newark) 
Mayor Arthur Clark (Waltham, Mass.) 
Mayor Richard Fulton (Nashville) 
Mayor Art Holland (Trenton) 
Mayor Henry Marsh (Richmond) 
Mayor John Mandanici (Bridgeport) 
Mayor Irving Stern (St. Louis Park, Minnesota) 

Other guests: 

E.L. Abercrombie, Laundry, Drycleaning and Dyehouse Workers Union 
Marilyn Adams, Allcraft Foundation 
Karen Adler, American Jewish Committee 
Jessee Mike Amis, Mis'sissippi Agricultural Board and Industries 
Albert Arent, National Jewish Community.Affairs Advisory Council 
Arnold Aronson, Council on Civil Rights 
Hannah Atkins, Nat'l. Assn. of Black Women Legislators 
Sara Austin, National Urban Coalition 
Eugene Baker, NationalAssoc. of Black Manufacturers 
Alan Beals, National League of Cities 
Andrew J. Biemiller, AFL/CIO 
Ronald Bloom, Jewish Labor Committee 
Jim Booe, Communication Workers of America 
Ella Brayboy, Southern Coalition for Full Employment 
Dorothy Brody, USCM 
Ronald Brown, National Urban League 
Frank Butler, u.s. Catholic Conference 
Cristine Candela , Womens' Equity Action League 
Marvin Caplan, Leadership Conference on Civil Rights 
Nick Carbone, Deputy Mayor - Hartford 
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James E. Cheek, Howard University 
George Clements, Martin Luther King, Jr. •Center 
Thomas Cochran, USCM 
Betsy M. Cooley, Wider Opportunities for Women, Inc. 
Mary Cooper, National Council of Churches 
Pat Cunningham, National Council of Churches 
Rev. D. C. Daniels, Greateir Jerusalem Baptist 
Philip- Daugherty, AFL/CIO 
Maurice A. Dawkins, O.I.C. of America 
Rev. John Deckenback, Northern California Conference of 

United Church of Christ 
John Dodd, Phil.:L Unemployment Project 
Eleanor Doherty, Network 
Tom Donahue,, AFL/CIO 
John Driscoll, Commissioner, Rockingham County 
Ken Duberstein, Committee for Economic Development 
Ofield Dukes, Ofield Dukes & Associates 
William Emerson, TRW 
Samuel Ethridge, National Educational Association 
Therman E. Evans, Operation Push 
Christine King Farris, Martin Luther King Jr. Center for 

Social Change 
Jane P. Fleming, Wider Opportunities for Women 
Samuel L. Foggie, United National Bank of Washington 
Pam Freer, International Ladies Garment Workers 
Cheryl Y. Yamamoto, National Federation of Business~:' c _______ , 

and Professional Women 
David Beger, State Senator, Milwaukee 
Sidney J. Barmelemy, Councilman, City of New Orleans 
Dr. .Fred C. Lofton, Metropolitan Baptist Church 
Max Kapleman, Fried., Frank, Harris, Shriver & Kapleman 
Arthur Keys, National Cmmcil of Churches 
Randy Kinder, HUD 
Carol Kocheisen, National League of Cities 
Ron Kreitemeyer, U.S. Catholic Conference 
Representatives of House and Senate Staffs 
Representatives of the Department of Labor 
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Gartner, Alan Dr. 
Center for Advanced Study in Education 

Gavett, Grace 

Gerber, Lou 
Communications Workers of America 

Gross, George 
Director, Federal Relations 

Gunther, John 
u·.s. Conf. of Mayors 

Hall, Leon 
Martin Luther King, Jr. Center for Social Change 

Hamilton, Williams 
AFSCME 

Hand, Lloyd 
National Alliance of Busines~ 

Hardy, George 
President, Service Employees 

.Harper, John D. 
Aluminum Co. of America 

Hartwell, Joyce 
Allcraft Foundation 

Hayden, Robert T. 
United Steel Workers of America 

Height, Dorothy 
Natio.na.l Council of Negro Women 

Hentges, Harriett A. 
League of Women Voters 

Hernandez, Andres 
Nat'l. Coalition of Cuban-Americans 

·········--····································································· ··················-···································································-·········································································h ... ~-.-..-.-~~----.-...,,__,.,_,. .... . :::::::: ._ ·::.::: ·:::::::::: ::::::::::::: :; ::::: ::::::::::::: ·::::. ·. ·. ·:. ·.::: ·.: ·. ·. ·.-. . . · .. _._ ·::::::::::.;. :_~.-.. ~·:::.· :::::::::::::.-: -~-~: .-:::::::::::: :.=: _: :.:.: :_:_:_: _:_::-:-:-:-.::~-:-:-:-:-:-:-:-::·-::::· ::::::·:::::::: :·::::;:::::::::::···:·:·::·:·:":":":":·:·:::::::::.:: ·:.: ·. ·.:: ·::::: .. _: ._:: ·.: ·;.:::: ·:.::: ·.:::::::::::::::::::: ::::: ::::::::: :_:.:: ~-:.: -: ·: -: : .... 



Hinerfeld, Ruth J. 
League of Women Voters 

Holland, Art 
!-layer 

1 
Trenton, N .. J. 

Holman-, Carl 
National Urban Coalition 

Hooks, Benjamin J. 
N.A:A.C.P. 

Howarth, Thomas 
Leg. Rep. 

~.umphrey, Gregory 
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American Federation of Teachers 

Hutton, Hilliam 
Nat'l. Council of Senior Citizens 

Hydeman, Albert L. 
PA Dept. of Community Affairs 

Jackson,. Ernest 
Atlanta Housing Authority 

Jackson, Samuel A. 
Stroock, Strbock, & Lavan---Attorney 

Jeffrey Mildred 
Nat'l. Wom~ns Political Caucus 

_Johnson, Ben 
Nat'l. Center for Ethnic Affairs 

Johnson, Jacquelin L. 
Nat'l. Center Urban Affairs 

Jordan, Vernon 
National Urban League 

Joseph, Jim 

- Cannot a.ttend 

Dept. of Interior - U. Secy. 

·· Kaniewski, Don 
Laborers' Int'l. Union 
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Laird, Sally· 
League of Women Voters 

Lally, Francis 
U.S. Catholic Conference 

Landa, Esther 
National Council of Jewish Women 

Leach, Russell 

Levison, Andrew H. 
Martin Luther King, Jr. Center for 
Social Change 

Lindsey, Franklin A. 
ITEK Corporation 

Linowitz, Sol (Ambassador 
Coudert Brothers 

Logue, Frank (Mayor) 
City ot New Haven 

Lovell, Malcolm R. 
Rubber Manufacturers Assn. 

Lowery, Jos.eph E. 
Southern Christian Leadership Conference 

Luna, Baltasar 
IMAGE, President 

Malina, Pettite 
Philadelphia Unemployment Project 

Mandanici, John '(Mayor) 
_City of Bridgeport · 

Marinich, Joseph 
COSCAA 

Marsh, Henry (Mayo.r) 
City of Richmond, VA 

Martin, Terence 
Bread for the World 

Mayer,. Arnold 
Meat Cutters Union 
:~iklejohn, Nanine 
AFSCME 
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Mink, Patsy 
Americans for Democratic Action 

Mirelez, Peter 
Commissioner, Adams Cty, Colorado 

McAlpine, Bob 
Natl.onal Urban League 

McFarland, Stanley 
National Education Association 

McGuigan, Howard F. 
AFLCIO 
McKeaney, Phil 
American Federation of Teachers 

Moore, Pat 
Mid-Willamette Valley Consortium 

Morales, Dionicio 
Mexican-American Opportunity Foundation 

Moses, Al 
Covington· & Burling 

Nellum., Albert L. 
A.L. Nellum, Inc. 

Norton, Eleanor Holmes 
Commissioner, EEOC 

Otten, . Vicki 
w/ U.S. Rep. Paul Simon 

Pacheco, Donald 
American GJ; Forum 

Parson, James 
Employment & Training Council, NLC 

Pasterr Howard G. 
UAW IUD 

Pena, Eduardo 
League of United Latin American Citizens 

Pequet,.Barbara K. 
National Consumers League 

Perera, Ana Maria 
Nat.ional Assn. of Cuban-American W.omen 



Plesha~, Geraldine 
N·a.tional League of Cities 

Polish, Daniel F. 
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Synagouge Council of America 

Randall, Claire 
National Council o,f Churches 

Rattley, Jessie 
·council Member - Newport News, VA 

Reed, Joe 
Chairman, Alabama Democratic Conference 

Reissman, Frank 
Center for Advanced Study in Education 

Remone, Nancy 
National Assn of Counties 

Rivera, Fernando 
Ohio Council of Churches 

Robinson, Cleveland 
Distributive Workers of America 

Robinson, Doreen (wife) 
of Cleveland Robinson 

Salkind, Miriam 
National Council of Jewish Women 

Saltzman, Arnol<l 
Seagram Corporation 

Samuels, Rita 
Community Services Administration 
Atlanta 

Schiff, Frank 
Commi t.tee for Economic Development 

Shanker, Albert 
American· Federation of Teachers 

Siegelman, Leonore 
National Capitol Chapter 
American Jewish Council 

Simpson, Theresa 
Full Employment Action Council 

. . 

.................. 
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Smith, Elizabeth Marie 
Arnalg.amated Clothing & Textile Workers Union 

Sotomayor, Marta 
National Council of LaRa~a 

Sprag:g, Howard 
United Church Board for Homeland 

Starks, Herman P. 
NAtional Black Caucus of Local Elected 

Officials 

Stepp, Marc 
UAW 

Stern, Irving M. (Mayor) 
City of St. J_,ouis Park, MN 

Sullivan, Rev. Leon 
Opportunities Industrialization Centers, Inc. 

Tinunons, Sim 
W/ Nayor Gibson 

Turner, J. C. 
Operating Engineers, AFL-CIO 

Uehlein, Joseph 
IUD, AFL-CIO 

Ventura, Joseph 
Ital.ian American Foundation 

Vollinger, Ellen 
Full Employment Action Council 

Weintraub, Jon 
National Association of Counties 

Welsh, Wi.l.l.iarns B. 
AFSCME, Ex. Dir for Gov. Affai.rs 

white, Jessica 
National Council of Churches 

Willett, Sandra 
Leg. Rep, National Consumers League 

Williams, Eddie N. 
Joint Center for Political Studies 

\1urf, Jerry 
AFSCME 



THE: WHITE: HOUSE: 

WASHINGTON 

October 25, 1978 

BILL SIGNING- S.555- ETHICS IN GOVERNMENT 
Thursday, October 26, 1978 
10:00 a.m. 

I. PRESS PLAN 

Open Press Coverage 

II. TALKING POINTS 

Attached 

III. PARTICIPANTS 

Members of Congress 

The Cabinet Room 

From: Frank Mooreytv1 ,'fcl· 
I 

Speaker O'Neill -- this was the Speaker's bill. Although 
he does not usually attend bill signing 
ceremonies, he is making an exception 
for this bill. 

Congressman Romano Mazzoli (D-Kentucky) 
Senator Clifford Case (R-New Jersey) 
Senator Lawton Chiles (D-Florida) -- tentative 

House Staff 

Ari Weiss, Speaker's Legislative Assistant 
Gary Hymel, Speaker's Administrative Assistant 
Donald Terry, Staff Director, Select Committee on Ethics 
William Shadduck, Cong. Danielson's staff 
Tom Hutchison, Cong. Mann'• s staff 

Senate Staff 

Dick Wegman, Staff Director, Governmental Affairs Committee 
David Schaeffer, Senator Ribicoff's staff 
Claudia Ingram, Governmental Affairs Committee 
Tom Susman, Senator Kennedy's staff 
Brian Conboy, Senator Javits~ staff 
Ira Shapiro, Senator Ribicoff's staff 

Administration 

Bob Lipshutz and Mike Cardoza, White House 
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Wayne Granquist, OMB 
Stanley Morris, Deputy Associate Director, OMB 
Diane Steed, OMB 
Susan Geiger, OMB 

Patricia Wald, Assistant Secretary, Department of Justice 
Edwin s. Kneedler, Legal Counsel's office 

Other 

David Cohen, President, Common Cause 
Fred Wertheimer, Sen. VP, Common Cause 
Ann McBride, Associate Direc·tor, Legislative Affairs, Common Cause 
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EYES ONLY 

THE CHAI;RMAN OF THE 

COUNCIL OF ECONOMIC ADV·ISERS 

WASHING"T:ON 

October 26, 1978 

MEMORANDUM FOR THE PRESIDENT 

FROM: 
. . ( 

Charlie Schul tzecL) 

Subj.ect: Consumer Prices in September 

At .9:00a.m. tomorrow (Friday, October 27}, the 
B\ilreau of Labor Statistics will release the figures 
on the September CPI. We had a bad month. The total for 
all consumer items went up 0. 8 percent (an annual ra,te of 
9. 6 percen.t} compared w.ith 0. 6 percent in August. 

Food prices, which had moderated in July and August, 
rose 0.5 percent in September. Prices of meat, poultry, 
fish,. and eggs declined, but fruits and vege.tables went 
up sharply (3.7 percent}. Next month, meat prices are 
likely to rise again, so that the period of moderation 
in food prices appear.s to be over. 

outside of the food area, prices rose at a 10.4 percent 
annual rate in S~ptember, which is faster than in recent 
months. Housing was a big contributor (up 0.9 percent}, 
with the mortgage financing, taxes, and insurance component 
of housing up 1.4 percent. A steep rise in college tuitions 
.also boos·ted t:he total. 

It .is unfortunate that such bad news had to occur 
inunediately after the announcement of our new anti-inflation 
program.. But it does refer to de·velopments that occurred more 
than a month ago, and we will remind the press of that. 
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THE WHITE HOUSE 

WASHINGTON 

FOR THE PRESIDENT 

FRCM GREICHEN POS'IDN 4 
DATE: 27 October 1978 

SUBJEX:T: ~HIDN WiliTH THE I<Jl.G OF SAUDI ARABIA 
His Majesty King Khalid bin Alxlul Aziz Al-Saud 
27 October 1978 Noon 18 guests 

11:50 A.M. The American official party arrives Southwest Gate to Diplanatic 
Entrance, and enters Diplomatic Reception Room, where they fo:rm 
a single line along the west wall. 

Noon The rootorcade carrying His Majesty and Saudi offial party 
arrives Southwest Gate to D1.planatic Entrance. 

The PRESIDENT arrives Diplanatic Entrance, and greets His Majesty 
as rootorcade arrives. 

(Press photo opportunity. ) 

The PRESIDENT escorts His Majesty into Diplanatic Reception Room, 
and His Majesty is introduced to the American· official party. 

The PRESIDENT and His Majesty proceed inmediately into ~1ap Roan 
accompanied by Prince SUltan, Secretary Vance, and Isa Sabbagh. 
They are seated ani served juice, and will have a 1:0-minute meeting. 

The Saudi official party follows the PRESIDENT and His Majesty 
into the Dipianatic Reception Roan, and ranains to visit with the 
American official party. 

{Juice is served when the PRESIDENT, His Majesty, 
and party roove into Map Roan. ) 

.The official parties are escorted fran the Diplomatic Reception 
Room- via the stairs by the elevator - to the Family Dining Room, 
and' stand by luncheon seats. 

The PRESIDENT and His Majesty are escorted fran the Map Room-
via elevator - the Family 'Dining Roan, and seaterl. All other guests 
are seated. 

12:15 P.M. Luncheon is served. 

{No ranarks -- no toasts -- no press. WH and Saudi photographers 
will provide only coverage.) 
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1:15 P.M. 

NOlES: 

Luncheon is concluded. 

The PRESIDENT and His Majesty depart Family. Dining Roan - via 
elevator - to ground floor. The PRESIDENT escorts His Majesty 
to car - His Majesty departs,. and the PRESIDENT departs D.iplanatic 
Entrance. 

The official parties depart Family Dining Roan following the 
PRESIDENT and His Majesty, and proceed to the Diplomatic Entrance 
via the staircase, for departure. 

The menu and. guest list for luncheon are attached. 

His Majesty walks very •.• very ••• slowly, and he uses a cane which he 
has a tendency to throw wide as he walks. Please note that if you are 
starrling or walking tcx:> closely to His Majesty there is the possibility 
tha·t the cane. will be knocked out of his hand .. 

The Saudi Ambassador was. here yesterday, and in our walk-through for 
the luncheon, we actually counted the steps into the Residence, up to 
the Family Dining Roan, and; back down to the Diplanatic Entrance. 

His. Majesty's voice is ~ weak, and it has been requested that Isa 
Sabbagh be seated on His Majesty's right at lunch, rather than between 
you and His Majesty. 

His Majesty holds one han:l close to his body. Should he extend it 
to shake hands., please shake it VERY GENTLY. Should he have to use 
any strength, it would be very painfull for him. 

MR. PRESIDENT - in view of the fact that the Saudi official party 
will be following you and His Majesty into the Diplomatic Reception 
Roan, you will not have a scheduled opportunity to neet them personally. 
Perhaps some time during lunch would be the opportune time. 



~ .... '·· 

LUNCHEON 
KING OF SAUDI ARABIA 
15 guests est. 
27 October 1978 
Family Dining Room 

M E. N U 

. Sauteed Trout 
with Butter Sauce 

Saddle of Veal 

Artichoke Bottoms 
with Fresh Spinach 

Saffron Rice 

Raspbe-rry Mousse 
with Chocolate Leaves 
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LL-:-JCHEON- Friday, October 27, 1978 at 12:00 o'clock 

~he President 

His Hajesty ~ bin Abdul Aziz Al-Saud 
King ·Of Saudi Arabia 

Eis Royal Highness Prince Sultan bin Abdul: Aziz Al-Saud 
Ninister of D.efense arid Av~ation 

Dr. Rashad Pharaon 
Presidential Advisor 

His Excellency Ali Abdallah Alireza 
.Ambassador-of Saudi Arabia to the U.S~. 

His Excellency Mohammed A1-Nowaiser 
Ninister for Royal Diwan 

. His Excellency A~ Abdul Wahab 
Chief of Royal P.r.otocol 

Dr. Fadl Al-Rahman 
~g Khalid's Personal Physician 

The Secretary of State (Cyrus R. Vaflce) 
The Secretary of the Treasury (:W. Michael Blumenthal) 
The Secretary of Defense (Harold Brown) 
Dr. Zbigniew Brzezinski 

Assistant to the President for National Security Affairs 
Hr. Hamilton Jordan 

Assis-ta:1t to the President 
Ariliassador Alfred L. Atherton, Jr. 

Ambassador at Large 
Arrtbassador John C. \'lest 

u. s. Ambassador to Saudi Arabia 
Nr .• Harold H. Saunders 

Assistant Secretary of State 
Dr. N~.lliam B. Quandt 

National Security Council Staff 
Hr. l!sa Sabbah 

Interpreter 
Dr. Rezavi 

Heart specialist, Cleveland Clinic 

19 
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THE WHITE HOUSE 

WASHINGTON 

October 27 1 1978 

MEMORANDUM FOR THE PRESIDENT 

FROM: FRANK MOORE fi'/?1./a,<.. 

SUBJECT: COMMENTS ON INFLATION SPEECH 

For your information: 

·Les Francis called to say that because of the telephone 
briefings by our staff,Congressmen Krebs (D-Calif), 
Don Edwards, Lionel Van Deerlin, Norm Mineta and 
Jerry Patterson (all of CaLifornia) were able to make 
very positive statements about your inflation program. 
Krebs held a press conference and was particularly 
support.:ilve. 
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EXECUTIVE OFFICE OF THE PRESIDENT 
OFF•ICE OF MANAGEMENT AND BUDGET 

WASHINGTON, D.C. 20503 

() CT ·2 7 1978 

MEMORANDUM FOR THE PRESHDENT 

FROM: James T. Mcrntyr~ 
SUBJECT: Jim Schlesinger's request that a Nuclear Weapons 

Application Contract be exempted by you from Various 
Contractual Limitations Concerning Indemnification 
Payments 

You asked for an explanation of Jim Schlesinger's request. 

The Department of Energy (DOEJ has extended until October 31, 
1978, a contract for the. operation of the Government's Sandia 
Laboratories. !The contract is for the conversion of nuclear 
technology into effective weapons systems. The contract, 
t-lhich would have expired: on September 30, 197 8, was orig:inally 
awarded in 1949 by the Atomic Energy Commission, and has been 
extended for five year terms ever since. The average annual 
cost fo~ the next 5 years will be about $600 million and the 
contractor will be reimbursed only for its costs--it will not 
receive a profit. 

The contractor, Western Elec,tric, asse~ts that it must have 
a· waiver of certain limitations concerning payments by the 
Government to indemnify the contractor f.or any nuclear 
accidents. at the facility. This waive~ may be made by you 
if you det.ermine that it is essential in the interests o.f 
the common defense and security to do so. 

In 1964', the Justice Department ruled that this waive.r 
authority permitted the action DOE is requesting of you 
now. We have no reason to question the validity of that 
opinion. On the basis of the 1964 Justice opinion, Presi­
dential waivers were granted in 1964, ·1968 and 1973. The 
extent of potential indemnification is, of course, incal­
culable. 

The waiver (1) would remove the legal limitation which makes 
indemnification payments over a certain amount subject to· 
the enactment of appropriations by Congress, and (2) wouJld 
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remove all other limitations on these payments which contract 
law would otherwise require,. 

I agree with Jim Schlesinger that you should waive these 
limitations, thereby enabling DOE to extend the contract for 
another five years. The Sandia Laboratories are well run, 
are essential to our common ~de.fense. and security and the no 
profit contract is in our best interests. 

If you wish, I will be happy to discuss this with you. 

cc: Stuart Eizenstat 
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THE WHITE HOUSE 

WASHINGTON 

FOR THE RECORDS: 

STU EIZENSTAT HAS RECEIVED t 

A COPY OF THIS MEMO(fi'ITtl iPIUIDftlf"C 
t.•~""'e"'"s ). · 
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MEMORANDUM FOR: 

FROM: 

THF WHITE HOUSE 

WASHINGTON 

October 27, 1978 

SUBJECT: 1979 Feed Grain Program 

THE PRESIDENT 

STU EIZEN:I!".T T c::: s~ 
Lynn Daft,.-

The S.ecretary of Agriculture is required to announce terms 
of the 1979 feed grain program by November 15. Since many 
farmers have already begun preparations for next year's crop, 
it is important to announce the program as soon as possible. 
Beyond helping them make more informed cropping plans, 
an early announcement is also likely to result in a higher 
rate of prog:ram participation. The most frequently voiced 
criticism of this year's program was the lateness of 
its announcement -- a conditional 10 percent . set-as'ide was 
announced November 15, 1977; it was made final on February 
8, 1978; and, on .March 2'9, 1978, an additional 10 percent 
paid diversion program was added to make it more attractive. 

This memorandum describes the feed grain situation in the 
world and in the U.S., identifies the major p;r-ogram options 
f.or the coming year, and assesses the.ir major economic and 
political implications. 

World Feed Grain Situation 

Larger feed grain stocks combined with record production. 
means total supplies are at an all-time high. Feed grain 
stocks in reporting. countries, including the U.S. at the 
beginning of the 1978/79 marketing years, were 83 million 
tons, up 7 million from a year earlier. Over this period, 
u.s. feed grain stocks increased about 10 million tons while 
stocks for the rest of the world declined 3 million tons -­
leading to the 7 million increase. In absolute terms, the 
world stock level is larger than in any of the las·t 12 years, 
excepting the summers of 1969 and 1970. As a percent of world 
utilization, current stocks are larger than in any year 
since the summer of 1.972. Furthermore•, in 1972 livestock in­
ventories were large and were in a cyclical upturn. With 
the livestock inventory in 1978/79 at a low point in the 
production cyc.le, grain stocks appear more ample now than in 
1972, relative to demands. 
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World feed grain production for 1978/79 is expected to be 4 
percent above last year. The expected increase in world 
utilization of feed grains is less than the increase in 
production, resulting in a sizable addition to world stocks, 
reaching 96 million tons by the end of this marketing year. 
Most of theprojected increase in world stocks will be in 
the United States (10 of the 14 million tons). 

Excluding the United States, increases in foreign feed grain 
consumption have outpaced the increases in production. This 
"gap", which has been growing over time, has been closed by 
u.s. exports. In the early 1960's, the difference between 
consumption anQ. production for the world excluding the 
United States was below 10 million tons; last year, the 
shortfall between production and consumption reached a 
record 58 million tons. It is expected to fall to about 49 
million tons in the current crop year, due in part to unusually 
favorable weather in the USSR and most other foreign producing 
areas. 

Foreign production of feed grain in 1979/80 will probably 
not increase as much as consumption, resulting in an increase 
in the "gap" and a reduction in foreign held stocks. This' 
indicates continued strong export demand for our feed grains. 

U.S. Feed Grain Situation 

u.s. feed grain stocks increased lQ_million tons over the 
1977/78 season and are expected to increase another 10-11 
million tons in the current year. Despite a reduction in 
planted acreage of nearly 7 million acres, feed grain produc­
tion in the United States is estimated to be 3.7 percent or 
7. 5 million tons above the level of last year, an all-time,· 
high. 

Participation in the feed grain set-aside (10%) and paid 
diversion (10%) program this year was slightly below expectations, 
largely due to strong crop and livestock prices this spring. 
However, the main difference between expected and indicated 
production this year is due to the record corn yield. We 
are now estimating a national average, yield of 100.7 bushels 
per acre, compared to 91.0 last year. 

Corn prices rose during the first hal,f of the past growing 
season, but then declined during the last half. A year ago 
corn sold for $1.60 a bushel; it rose to $2.29 a bushel at 
the farm in May. By mid-September the price had declined to 
$1.92 a bushel nationally, and as low as $1.73 in some 
states. The season average for 1977 corn was $2.03 a bushel. 
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Since September, the price has strengthened about $.10 a 
bushel. We project an average of about $2.05 per bushel for 
the 1978 crop, the mid-point of a $1.95 to $2.15 range. 
This is about $.15 a bushel less than we expected when We 
made our final feed grain decision last March. 

Outlook for Livestock 

Although total livestock and poultry production will change 
little in 1978/79i the use of high concentrate feed rations 
will increase. Poultry production will l.ikely continue at 
least a tenth above year earlier rates -- a level approaching 
the limits of physical capacity. Current hog inventories 
and breeding intentions point to little change in hog produc­
tion through mid-1979, despite.very favorable hog-corn price 
ratios. The down-phase of the cattle cycle continues to 
limit overall beef production and a decline of around 5 
percent is expected, but more animals will be in feedlots 
and more grain and other concentrates will be fed to beef 
cattle. Milk and egg production is expected to remain near 
current year levels. These changes are expected to result 
in a 6 percent gain in feed grain fed to livestock during 
1978/79·. 

The outlook for 1979/80 is for an even smaller increase in 
feed grain disappearance, about 2 percent. Pork and poultry 
meat output will increase in 1980, but there will be a 
further decline in bee.f production. And the bee.f cattle 
inventory wil.l be so low that no more cattle will be placed 
in feedlots than in 1979. Meat prices will remain high 
relative to feed prices. Thus, neither feed supplies nor 
feed prices will be constraining livestock and poultry 
production over the next couple of years, unless weather in 
the United States is very bad. 

Feed Grain Reserve 

The farmer-owned feed grain reserve has the capacity to 
cushion the disruptive effects of sudden annual swings in 
the feed grain supply balance. Between 17 and 18 million 
tons of 1976 and 1977 crop feed grain will soon be in the 
reserve. Corn from the 1'978 crop will be permitted into the 
reserve until 19-20 million tons of feed grain are in reserve. 
Even with a short 1979 crop in the U.S. or in the rest of 
the world, release of stocks from the feed grain reserve 
would likely limit the season average corn price to no more 
than $2.65-$2.75 a bushel. With this reserve, we can avoid 
a cattle liquidation such. as occurred in 1975 and underlies 
current livestock prices. 
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Feed Grain Exports 

The u.s. is by far the world's largest producer and exporter 
of feed grains, accounting for nearly 30 percent of world 
production in 1977/78 and over 60 percent of all world trade 
in feed grains. Feed grain exports in 1978/79 are expected 
to about match last season's $5.8 billion with slightly 
higher prices about offsetting th~ 1.5 million tons projected 
slippage in volume. 

1979 Program Options 

Program options designed to remove varying quantities of land 
from .. production, ranging from the equivalent of 0 to 30 
percent of planted acreage, were initially considered. It 
was decided to drop from further consideration the options 
at both extremes and concentrate on those involving 10 to 
20 percent diversion. Your advisors agree that neither a zero 
set-aside nor a 30 percent set-aside is advisable, politically 
or economically. Three options.in the 10 to 20 percent set­
aside range are offered for your consideration: 

(1) 10 percent set-a~ide + 10 percent paid diversion 
---with $2.20 target price and 10¢ payment 

(2) 10 percent set-a~ide + 10 percent paid diversion 
---with $2.25 target price and 10¢ payment 

(J) 10 percent set-aside 
---with $2.20 target price 

Estimates of the economic effects of these options, together 
with comparisons for 1977/78 and 1978/79 and the expected 
results of no set-aside, are shown in Table 1. These·estimates, 
it should be noted, are highly dependent on assumptions 
regarding the level of g.rower participation. This is a judg­
ment call~ a 10 percentage point error, as occurred this year, 
is the equivalent of about 70 million bushels of corn and 5¢ 
per bushel in price. An assessment of the economic and political 
implications of these options follows: 

Economic Effects: 'l'he 10/10, $2.25 target program (option 2) 
would reduce production most. As a result, this option would 
result in the greatest increase in season average price ($2.25 
versus $2.05 this year), the highest value of feed grain exports, 
the largest reduction in ending stocks (down 9.6 mmt's) and the 
highest farm income. This option also entails Federal payments 
equal to or s.lightly above the other options. Option 3, the 
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10 percent set-as'ide, would restrain production least and 
would, therefore, add least to farm prices and reduce income 
the most. Although the analysis indicates little difference 
among the options in terms of inflationary effects, option 3 
would be the least inflationary, resulting in about $125 
million lower feed grain expenditures than option 2. However, 
farm income would also be lower, by more than $1.1 billion. 

Political Acceptability: On the basis of recent market prices 
and the prospect of a bumper harvest this fall, many farmers 
feel that a diversion of at ·.least 20 percent is required to 
maintain prices and income at acceptable levels·. Anything 
less than a 20 percent diversion, regardless o.f whether it 
is accomplished by straight set-aside or a continuation of 
set-aside and payment diversion, will be generally viewed 
by the farm community as too little. On balance, farmers 
seem to favor paid diversion over a set-aside since the 
former provides a guaranteed payment while a set-aside only 
qualifies the farmer for a possible future. benefit of unkriown 
amount. 

Conclusions 

Although u.s. ending stocks of feed grains are expected to 
stabilize or decline slightly in 1979/80, even without an 
acreage diversion program, there appears to be a clear need 
to restrain production beyond what would likely occur in the 
absence of a program. If production is not restrained, the 
large stocks we are now accumulating will keep farm prices 
from rising as fast as production costs, causing net returns 
.to fall. However, the situation is not sufficiently critical­
to warrant an extreme cut-back in production. Export demand 
is expected to remain strong. Feed use will increase somewhat 
as the livestock cycle switches to an expansion phase. 
Yields next year will probably not reach the record high of 
this year and bould be significantly lower with poor weather 
or high incidence of disease. Thus, your advisors have 
concentrated on a range of options that entail a small to 
moderate acreage diversion. 

On the basis of economic criteria_alone, there is not a 
great deal of difference among the options. The differences 
are all within the range of estimating errors. From the 
standpoint of administrative simplicity, a pure set-aside 
program is preferable, although farmers have had an opportunity 
to become familiar with the combination program this past 
year and seem to favor it over a.set-aside only program. A 
set-aside program is self-adjusting in that program participation 
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will depend on the market price situation next spring. If 
prices are high, there will be little participation in the 
program and production will respond to meet demand. Con­
versely, if prices are low, prog,ram participation will be 
high, thereby reducing supply. The major drawback to a pure 
se,t-aside program is that to attract participation, a 
higher target price is required and this, in turn, involves 
a large budget exposure under "good weather" conditions. 
For example, .with a 20 percent set-aside and a $2.30 target 
price (an option considered and rejected), we could face 
budget.costs of $1.5 billion or more. Also, should conditions 
in the following crop year (1980/81) be such that no set­
aside is needed, a target price of $2.15 to $2.20 would 
probably be required. A 10¢-15¢ reduction in the target 
price would be unpopular with farmers, although higher 
market prices should help offset this. 

There is a widespread expectation within the farm community 
that a large diversion is needed. Anything less than a 20 
percen.t diversion (regardless of the mix between set-aside 
and paid diversion) will be highly unpopular. The Farm 
Bureau has called for a 30 percent set-aside. The Farmers 
Union has called for a 30 percent set-aside with loan rates 
at 90 percent of parity and target prices at 100 percent of 
parity. Members of the Congress from farm states have 
cautioned us against making the announcement before t.he 
election, if a diversion of less than 20 percent is selected. 
Yet, failure to make the announcement before the election. 
wil.l itself be construed as evidence that a small set-aside 
is about to be announced. The farm community has been 
expecting an announcement for the past 2 weeks. In short, 
announcing a levelof diversion below the current p:r:ogram 
will draw sharp criticism from the farm constituency .•• 
and, in our judgment, for very little budgetary or anti­
inflationary benefit. We are not operating on a blank sl~te. 
To cut back from last year's 10/10 program in the face of a 
bumper crop will be impossible to explain to farmers. Indeed, 
even a 10/10 program with a $2.20 price (option 1) will be 
viewed as a sacrifice (albeit a necessary one) in this infla­
tionary time. As noted below, OMB takes issue with this 
assessment. 

If a combination of set-aside and paid·diversion is to be 
used, it is advisable to structure the level of target price 
and payment iri such a way as to maximize program flexibility 
later in the crop year. This would be done by attaching 
more of the benefit to the deficiency payment (through a 
higher target price) and less to the land diversion payment. 
Thus, should market prices unexpectedly strengthen prior to 
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the early spring sign-up, the 10 percent diversion program 
could be dropped. And, as long as prices remain below the 
target pricelevel, some incentive for participation would 
remain. Although we do no.t contemplate having to take such 
an action, it could be used if needed. 

AGENCY RECOMMENDATIONS 

The Office of Management and Budget, the Council of Economic 
Advisors, the State Department and the Nat1.onal Security Council 
recommend a 10 percent se.t-aside with a $2.20 targe.t price 
(option 3). Also, OMB sugg.ests that the announcement be 
delayed until after November 7, regardless of which option is 
selected. Their principal arguments for recommending this 
option are these: 

o It is the least inflationary option. 

o Although the inflationary impact of the other 
options is not large (the USDA option could add 
0.08 percent to the GNP deflator), the c~ulative 
effect of several such decisions can be significant. 

o A strong anti-inflationary posture is important 
internationally as well as domestically, given 
commitments made at the Bonn Summit. 

o The choice of any other option will be interpreted 
by the general population as "business as usual 11 

and will seriously undercut the success of the · 
anti-inflation program. 

The Department of the Treasury, Esther Peterson, and the 
Domestic Policy Staff recommend option (1), a combination 10 
percent set-aside/10 percent paid diversion with a $2.20 
target and a 10¢ payment for the following reasons: 

o In comparison with the USDA preferred option and 
with proposals advanced by farm interests, this 
option is anti-inflationary. 

o This option is politically acceptable to the farm 
community (in contrast to option 3) ye.t would not 
curtail production and raise price as much as option 
2. Farm income will be lower than this year, 
although not as sharply lower as under option 3. 

o The effect of a net redemption of commodity loans 
due to a slightly higher market price would result in 
lower Federal outlays for this option than for 
option 3 and only slightly above option 2. 



o The slightly higher market prices will result in a 
higher value of exports than under option 3.. (It 
is important to remember that ·about 28 percent of 
our feed grain production earns foreign currencies 
through sales abroad.) 

o In comparison with option 2, this option has the 
advantage of being onl~ slightly less politically 
popular yet requiring a lower target price and 
yielding a lower market price. 

o We also believe the slight inflationary effect of 
options 1 and 2 are exag.gerated by an assumption 
that soybean acreage would not vary among the 
options. Given the high subs.titutability between 
the production of corn and soybeans,· we would not 
expect to see as much acreage remain in corn under 
option 3 as was assumed in the analysis. Thus, 
the anti-inflationary advantage of option 3 could 
be even less than indicated. 

The Department of Agriculture and the Office of Special Trade 
Representative recommend opt1on (2) for the following reasons: 

o The USDA argues that option 2 is the only option 
that will be viewed by farmers as equal in at.trac­
tiveness to the current year program. They feel: 
that the slightly higher incentive involved in 
this program is required to offset the reduction 
from 20 cents to 10 cents in diversion payment. 

o Although down from the current year level, farm 
income would be highest under this option. 

o The value of feed grain exports would be highest, 
as higher prices more than offset reduced volume. 

o Total Federal outlays (including the effect of net 
loan redemptions) are lowest for this option. 

This is a particularly tough decision., given that it comes 
so soon after your anti-inflation speech and so close to the 
election. Although OMB and CEA disagree, we do not believe 
this is a close call politically. A 10 percent set-aside 
would be a political disaster in the Midwest. On the other 
hand, there is little to be gained among consumers, many of 
whom appear to feel that farmers are poorly treated by our 
farm policies anyway. 



A key element of our anti-inflation program is equity of 
treatment across interests. I am very concerned that the 
feed grain option recommended in this memorandum by OMB and 
C.EA would deviate significantly from this important principle. 

The OMB/CEA option would result in a 20 percent decline in 
returns to feed grain producers from th1s year's level. 
Adjusted for inflation, returns would decline by about 27 
percent. Even in comparison with the relatively low income 
year of 1977, in real terms the OMB/CEA option would yield a 
return about 13 percent lower. 

As indicated above, the season ,average corn price this crop 
year is expected to be about.$2.05. This is significantly 
lower than the $2.20 that we had sought when we made our 
decisions for the 1978 program, mostly due to the abnormally 
high yield this Fall. This represents an increase 6f only 1 
percent over the 1.977 season average· price of $2. 03. If we 
were to apply the 5.75 percent price goal to this year's 
price of $2.05, we would aim for a price of about $2.17. 
This is very close to the $2.19 expected under the option I 
recommend. 

Given the very considerable political costs that would 
result from adoption o.f the OMB/CEA option of a straight 10 
percent set-aside (option 3), the serious inequalities this 
option implies for the farm community, the marg.inal anti­
inflation benefits, and'the pressure I strongly believe it 
would generate for more expensive farm legislation next year, 
I strongly recommend against it .• 

Instead, as a compromise position, I recommend option 1. It 
does not reduce production as much as the USDA option and 
is, therefore, less inflationary. Yet, it is politically 
acceptable to the constituency that counts most on this 
is.sue. Both Treasury and Esther Peterson, both of whom have 
been among the strongest advocates in the Administration on 
the anti-inflation food front (Esther particularly in the 
food area) agrees with option 1. 

One last advantage of option 1 is its continuity with last 
year's similar 10/10 program. Farmers were only just beginning 
to learn how it worked. By maintainint it, we can build on 
last year's program and develop a sense• of certainty. 

The Vice President has asked that if you decide on option 1, 
to await an announcement on his reading of whether even that 
decision would be marginally harmful to Democrats before the 
election. 
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Option 1, 10% set-aside/10% paid diversion .----
with $2. 20 target, 10¢ payment (T:rea·sury, 0 
Esther Peterson, DPS) ( Congres,sional Liaison) -<::::./ 

Option 2, 10% set-aside/10% paid diversion 
$2.25 target., 10¢ payment (USDA, STR) 
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Total Planted l\creagc, 
7-crop (Mil. Ac.) 

Total Diverted Acreage, 
7-crop (M.i.l. Ac.) 

Production (Mil. Mt. ) 

Constuner Food Expenditure (Bil. $) 

·· Fcu:m Value of Food Expenditure (Bil. $) 

Prices (Dol. /Bu. ) - Com 
Target Price 
loan Rate 
Season Average Price 

Feed Gr'ain Exports (Mil. Dol. ) 

Ending Stocks 
Mil~ Mt. 
As % of World Use 

Govt. OUtlays (Mil. Dol. ) · 
· Deficiency Paynents 

Diversion Payments 
Disaster/Storage Paynents 

Total Payments 
Net I.oan & Inventory 

Total) 

A;tums. to Producers (Mil. Dol.) 
Gross Returns (Incl. Pa~nts) 
less Variable & OVerhead Costs· 
Return to Machinery & Equiprent, 

Managem:mt, and Land 

: 
: 

) . . . 

: . . . . . . . . . . . . 
. :. . . •. .. 

.. 
• . . . . 

1977 

275.3 

201.8 

182 

57 

2.00 
2.00 
2.03 

5,792 

40.0 
5.8 

228 
541 
422 

1,191 
1,324 
2,515 

16,472 
10,879 

5,593 

: 1978 

... . 

265.1 

17.3 

209.3 

206 

66 

2.10 
2.00 
2.05 

5,776 

50.7 
7.2 

536 

308 
844 
243 

1,057 . 

18,003 
10,962 

7,041 

: OP'l'IONS FOR 1979 
:lO% S.A./10% Paid Diversion: 

· :$2.20 target :$2.25 target 
:10¢ divc:rsion :10¢ diversion 

·( 1) ( 2) 

266.7 265 •. 9 

18.5 19.4 

196 •. 8 194';9 

223* 223* 

71* 71* 

2.20 2.25 
2 .• 00 2.00 
2.19 . 2.25 

6,407 6,542 

43~0 .41.1 
6.0 5.7 

•\ 

515 472 
211 238 
380 400 

1,106 1,110. 
(115) (165) 
99:1 945 

17,775. 18,085 
11,424 11,350 

6,351 
ii 

6,735 

: 
:10% S.A.· : 0% S.A~ 
:$2.20 targe~: $2.07. target 

(3) 

270.6 

14.5 

200.4 

. 223*. 

71* 

2.20 
2.00 
2.09 

6,182 

46.6 
6.5 

658 

335 
993 

50 
1,043 

17,202 
11,599 

5,603 

273.4 

10.2 

202.7 

223* 

71* 

2.07 
2.00 
2.07-

6,138 

48.7 
6.7 

866 .· 
.--
484 

1,350 
500 

1,850 

17,570 
. 11,730 

5,840 

* Small difference.s would result from lower grain prices. costs to domestic food and industrial users would be $l40 million . 
more under $2.25/10¢ .combination than with zero set-aside. 

SOUJCE: USDA 
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MEMORANDUM FOR: 

FROM: 

SUBJECT: 

EXECUTIVE OFFICE OF THE PRESIDENT 

OFFICE OF MANAGEMENT AND BUDGET 

WASHINGTON, D.C. 20503 

OCT 2 6 1918 

THE PRES !DENT 

·James T. Mcintyre, Jr. 9~ 

1979 (FY 80). Feed Grain Program 

A. Th·e, Program Decision 

This issue, in my judgmen.t., poses the first real test of the 
Admini.stration•s anti-i•nflationary resolve. 

The decision memo, which has ·been submitted' to you, reduced to its 
fundamentals, offers a choice between two alternatives: (a) a combined 
lO% set-aside - 10% patd diversion program, with. a targe.t pr-ice of $2.20 
or $2.25 and a 1'0¢ diversion pric·e; or (b) a straight 10.% set-aside 
with a $2.20 target price .. 

With respect to the three important criteria--budget costs, farm income 
effects a·nd inflationary impacts--these two options are starkly 
different. · 

l. Budget Costs. Al tho.ugh there i:s projected to be no s i gni fi cant 
difference between· these two opti:ons in a year of avera e weather, the 
combi;ned lG-1 0 program risks much higher budget outlays a:s much. as +$500 
rnillioroin a year of better than average weather. 

2.. Farm Income. The combined 10-10 program would maintain income 
levels at or near the 1978 level; under the straight 10% set-aside, 
income would recede to near the 1977 level (still well above production 
costs). 

3. Inflationary Impacts. The combined 10-10 program would raise 
season average prices from $2.03 in 1977 and $2.05 in 1978 to $2"19 or 
$2.25 in 1979, dependi·ng on which target price you picked.. The straight 
10% set-aside option wou·ld rai.se the 1979 price only to $2.09. As a 
result of this diffe.rence between a 6-10% increase in feed grain prices 
on tl:le one ha·nd and a 2% increase on the other hand, the combined. program 
either would have no impact on or give a marginally upward push to the 
current rate of inflation, while the straight lO% s.et-aside option would 
ha·ve a downward impact ·of nearly 0.1% on the GNP deflator. 
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I ur e ou to choose the strat ht 10% set~aside o tion. As ·we all know, 
there is no one magic albeit politically painful step we can take to 
decelerate tfle rate of inflation by 0.5-l.O%. Rather, we will need to 
take a numoer of d·ifficult steps--all of them politically painful, eac:h 
of them gaintng merely 0:.1% or even less--to reach the goal you set for 
the Nation just two ni.ghts ago. This is one of the fir·st ·of those steps. 

H. The Announcement Date 

I agree with Stu that the political considerations involved in this 
decision are critical. But much more than just farm politics i:s involved,, 
and I strongly disagree with Stu's recommendation that you make your 
announcement Before the e 1 ection. · 

Regardless of which prog,ram option you select, I urge you to make the_ 
announcement after November 7. The statutory deadline is November 15. 
(When the. 1977 Farm Bi 11 was being considered., the Admtni stratton 1 obbi.ed: 
ha.rd for a post-election date--for obvious reasons. I .should think that 
now we would take,advantage of it.) 

If you. choose the straight lO% set-aside option, it clearly will be 
politically unpopular in the farm belt. That is reason enough to postpone 
a· deciston. 

If you choose. the combined Hl-10 program, mast farm~rs and farm groups 
s.ttll wHl not be satf~fied. Theywant 30% total d·iversion. Thus,· 
Repuo.ltcan candidates will be bound to attack the program as unresponsive 
to farmers:• needs, and-~with only a few days to go before the election-­
many Demcmrats in the fa·rm states will have to join the hue and. cry. 
You will come under real pressure to. ma~e the program more attractive 
(,~nd expensive}; and .unless you do that, no Democrat wi 11 profit from a 
pre-ele.cti.on .announcement. 

I do not believe, incidentally, that failure to make an announcement 
;before the ·election .can :be. interpreted persuasi:vely i•n a campaign as 
evidence that you. are going· to annaunce a small set-aside l·ater. I 
doubt that speculation over what the Adm~nistration might or might not 
de is likely to be a vi:able campaign issue for any Republican. 
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MEMORANDUM FOR 'THE PRESIDENT Page 2 

The optlor:~ J recommend Is the onl.y one that wil I be considered to be 
even equa I to the 1.978 program. This year a producer. was guaranteed 
a 20 cent payment ori the acreage he plar:~ted for harvest. The program 
1 recommend reduces this guarantee to I'D cents and offers· him a 
possibility of a 25 cent target price payment. But if participation 
is good he will not get a 25 cent target price payment. 

~nde r the circumstances a p ro9ram judged by p rodruce rs to 'be I ess 
attractIve than last years program w.ou I d be po·l it I ca II y d iff i cuI t 
and increases the poss i bil i ty of URW I se congress i ona I actIons early 
next year. 

The program I recommend <Js. the most cost-effective. It Is the most 
balanced prog.ram·of all. It gives the producer as much flexibility 
as the set-aside only optlon. It gives us more flexibility if adjust­
ments become necessary next February. 

Budget out! ays w·i II be lowe·r under the opt I on I recommend than any 
other. The value, of our feed g:ra.iR exports will behi·gher tha:n any 
other option,··which will help the dollar •. The :fiarm vaJue of food 
expenditure~ wi II be higher under the option I recommend, but the 
increase wi I L be sma II. And farm income wi II be the highest. 
But pi ease note that the return to machinery, equipment, management 
and land Ci'nclud·ing r;ent that must be paid by tlile renter) wi II sti II 
be less tlilan in 1978, by nearly $300 million. 

To:summarize 1 bud§et outlays are estimated to be $50 to $100 mlllion 
lower, export earnings $150 to $360 mi Ilion higher, .farm Income $385 mill ton 
to $1. I bi1lilon higher, and costs to domestic food and industrial 
users $50 to $140 mill ion high9'r under the option I recommencl 
compared wlth the other options. 
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The option l recommend ls the omly one that will be considered to be 
even equal to the 1978 program. This year a producer was guaranteed 
a 20 cent payment ori the acreage he p l'anted for harvest. The program 
I recommend' red~:~ces this guarantee to Nl cents and offers- nim a 
possibility of a 25 cer:~t target price payment. But if participation 
Is good he wi II not get a 25 cent target p·ri ce payment. 

Under the circumstances a prog.ram judged by producers to be less 
attractive than la•st years program would. be polltlca'lly difficult 
and i.ncreases tne possibi I tty of unwise congressional actior:~s eart:y 
next year. 

The program I recommend is the most cost-effective. It is the most 
bal.anced program of af;l. It gives the producer as much flexibility 
as the set-aside only option. It gives us more flexibility if adjust­
ments become necessary next February. 

Budget outlays wi II be low.er t~nder the optiom I recommend than any 
other. The vailue of our feed grain exports wi II be higher than any 
other option, which will he I p the do I tar. . The farm va I ue of food 
expenditures wi II be nigher under the option I·· recommend, but the 
Increase w lll be sma f:.J~, And farm income wIll be the highest. 
But please note that the return to machinery, equipment, management 
a11d land Ci ncludi ng rent that must be paid by the renter) w·i·ll sti II 
be less than in· 1978, by nearly $300 mi II ion. 

To .summarize, budget outlays are estimated to be $50 to $100 million 
lower, export earnings $150 to $360 m.illion lilf,gher, farm t·ncome $385 mi:ll ton 
to $1.1 bil I ior1 higher, and costs to domestic food and Industrial 
users $50 to $140 mi:IIJ'i'on higher under the option I recommend 
compared with the otner optfol!ls. 
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DEPARTMENT OF AGRICULTURE 
OFFICE OF THE SECRETARY 

WASHINGTON, D .. C. 20250 

October 26, 1978 

MEMORANDUM' FOR THE PRES I!DENT 

SUBJECT: 1979 Feed Grain Program 

I recommend the 10 percent set-aside plt.:Js 10 percent diversion program 
with a $2.25 target price and a 10 cent dtversicn payment for political, 
economl c and soci a I just'i ce reasoms. 

Economic 

Feed grain stocks and supp·lles have risen at a very rapid rate slnce the 
fall of 1976. · The corn siJ.tuation ls Illustrative: 

Fa. II 1976 Fa II 1977 ·Fall 1978 

Beginning stocks 399 884 I ,064 
Production 6z266 6z371 6z824 

Tota'l supply* 6,668 7,257 7,889 

* Includes a smal • quantity of Imported corn. 
**Most likely estimate based ttpon October reports. 

Fa I •I 1979** 

I ,469 
.? 

Feed grain stocks have increased from 17 to 40 million tons over the past 
two years, and .are expected to exceed 50 m i ·1 I I on tons before the· 1979 
crops are harvested. Feed graIn supp II es at the beginning of the. 1978-79 
season are at an all-time high. Storage capacity is taxed to· the limit 
In some areas; so is the trans:portatlon system. 

In this C'i rcumstance corm producers understan.dab ly have the perception 
that we have. excess supp 1Hes, ', • So do the ·Members of Congress from feed 
grain df:stricts. 

The estimates for 1979-80, a marketing year for corn that begins a year 
from now, and ends two years from now, show that we are I i·kely to· ttse 
more domest i ca I 'I y, and export more,. But they a I so show that we 'have 
large eno11gh stocks and reserves to prevent disaster even if weather 
patterns are adverse. 

Some of your advisors argue that a program designed to result in a $2.25 
c.orn price. for 1979 is ir:~flationary. A $2.25 price would be about 10 
percent more · t·han· w.e expect for 1978 crop corn, but on I y 2. 3 percent 
more than we expected for the 1978 crop. Besides, to look only at the 
market pr:ice ls unfair. Production costs, excluding a return to ,l:and•, 
hClve been escalating at a rate equal to or exceeding the rate of price 
inflation in the general economy. Productlon costs are estimated by 
towa at $2.30 a bus he I • Our own stud:J es show them to be $2 .• 36 i nc:lttdi ng 
a return to I Clnd. ·Owners need not get a return to I and, b11t renters 
must pay for it. About one-half the corn land is tenant farmed. 



* * THE VICE PRESIDENT 

* * WASHINGTON 

October 27, 1978 

MEMORANDUM FOR THE PRESI'DENT 

FROMI: THE VICE PRESIDENT (TRANSMITTED FROM AIR FORCE II) 

SUBJECT: FEED GRAIN SET-ASIDE 

I have carefully reviewed this decision with Stu and 
others including Congressional leaders from farm states. 

On the merits, I think there is a strong case for 
a 20% acreage reduction program. 

As you know, a combination 10% set-a-side/10% paid 
diversion is basically a continuation of the status quo. 
This year under the same approach, the season average 
price for corn increa-sed by less than 1%, far beneath 
the rate of price increases in other sectors of our economy. 

Projections show that next year there would be little, if 
any, difference. between the impacts of a 10% set-aside only 
or the 10 set-aside/10% paid diversioll on the overall inflation 
rate. 

However, there·' would be a substantial difference between 
the e-ffects of the two alternatives on net farm income. The 
10% set-aside only would result ina real reduction (adjusted 
for inflation) of roughly 27% in the net earniBgs o.f feed 
grain producers compared with this year. A 20,% set-aside/ 
diversion programwould still result in a major reduction in 
the net incomes of feed grain farmers (up to 17%), but given 
the need to hold a tight lid on infla,tion, I believe it could 
be justified. 

Under Stu's option ($2.20 target price), the mar.ket 
price for corn would increase by 6-7% -- well within the 
bounds established for wages.and prices in our economy as 
a whole. Under the USDA· alternative, the increase would 
be slightly more (10%), but actua-l market prices this year 
a-re significantly below the objectives set when the 1978 set­
as·ide was established. 



Memorandum to the President 
October 27, 1978 
Page 2 

Politically, I believe that a 10% set-aside only 
would be far more likely to threaten than enhance the 
chances for success of your anti-inflation program. 
When faced with the certainty of a massive decline in 
the real earnings of farmers -- a standard no one would 
propose for business or workers in other sectors of our 
economy -- Midwest Democratic candidates who would like 
to be supportiver would probably be forced to denounce 
the fairness of the inflation program in order to survive 
in November. I think the Republicans would seize on a 
10% set-aside decision as a way to challenge the equity 
of the entire system of price-wage standards. 

If all other'factors were equal, I would be inclined 
to recommend the U.S.D.A~ option. It is marginally less 
expensive from a budget point of view, provides the highest 
value for export earnings and results in the lowest decline 
in net returns to farmers. However, Stu's alternative 
would provide a way to demonstrate your concern about in­
flation by restraining market price increases. It would 
be les·s attractive in the farm belt, but I think we can 
make the case that it is fair and necessary in view of 
the inflation threat. 

Finally, Senator Clark has argued, and I fully agree, 
that the announcement of an acreage reduction of less than 
20%, would be so damaging to Democrats in the November 
elections that any decision to pursue that course should 
be deferred until after the election. Postponing the 
decision would in itself involve substantial political 
costs. If that approach were chosen, I think there is 
serious risk of re-igniting the now-dormant farm strike 
movement. In all probability we would see very low compliance 
rates, and be forced to deal with very heavy pressure for 
more exp,ensive farm legislation next year. 

For thes.e reasons, I would urge your approval of the 
U.S.D.A. or, if necessary, the Eizenstat option. 
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CHARLES L. SCHU'LTZE, CHAIRMAN 

LYLE E.G RAM,LEY 
WILLIAM D. NORDHAUS 

COUNCIL OF ECONOMIC ADVISERS 

WASHIN.GTON 

October 26, 1978 

MEMORANDUM FOR .THE PRESIDENT . l..t}IJ 

FROM: Charlie Schultze ~ ~. 

SUBJECT: Feed Grain Decision 

Your economic advisers fee-l that it would be a 
se.rious mistake to restrain production on 20 percent 
of feed' grain acreage. They would prefer a 10 percent 
set-aside w:ith a $2.20 target price. 

1. Inflation. The USDA option is inflationary, adding 
1.0 percent to feed grain prices even with normal weather. 
By itself, this would add about 0.08 percent to the GNP 
deflator. While such an amount may appear small, a 
cumulation of such government decisions over a year can 

. easily add a percent to. the inf·lation rate -- and torpedo 
our anti-inflation pro<j'ram. 

2. Anti-inflation program. The feed grain decision 
comes on the heels of the anti-inflation program, and 
people will be watching our act·ions very carefully. 
You stated in the speech that this is a time of austerity. 

You also stated that government must exercise 
se.lf-restraint in its own inflationary actions. A 
10 percent se.t-a;side. would show we .. are being less 
restrictive than last year and would be a clear signal 
of our new determination on the inflation front. I fear 
that any other option will be read in the country--quite 
correctly--as "business as usual" and will make our 
anti-inflation program sound like hollow rhetoric. 

3. Risks. Due to a string of exceptional wor.ld harvests, 
there ha's been a steady buildup in global grain stocks 
from the disastrously low levels of 1974.-76. Yet, although 
stocks are high in absolute levels, stocks relative to use are 
about the average of the 1967-78 levels. Indeed, the stock­
consumption ratio today is. lower than they were the year 
before the great grain infla·tion of 1973. 



-2-

In restraining production today we are running a 
significant risk {about 1 in 8) of a large run-up in 
grain prices. Tb minimize· these risks we should: 
{i) set the lowest pos,sible acreage restraint and {ii) 
because set-asides tend to be partially self-liquidating 
when prices rise, use set-asides rather than diversion. 

4. Political risks. There are real political risks 
in a 10 percent set-aside. We recognize that announcing 
a 10 percent set-aside will probably cause an uproar in 
many farm groups-...,mainly because they have come to expect 
a more restrictive ·option. There is also a ri·sk of 
repeti.tion of the agitation we saw las·t spring, and· Congress 
may try to force higher prices down ou·r throats next year. 

In our view, however, the overriding political risk 
you face. is that your anti-inflation program will be 
ineffective. Without a series of tough decisions--like 
this one or the copper decision--you will never persuade 
the Teamster$, the steel companies, the regulators, or the 
public that you mean business. 

In short, the time has come to begin to lower 
expectations. 

We therefore recommend that you reduce production 
restraints to 10 ercent b announcin · a 10 ercent 
set-aside with a 2.20 target prJ.ce. 



THE WHITE HOUSE 

WASHINGTON 

November 9, 1978 

MEMORANDUM FOR: THE PRESIDENT In.)/(} 
ALFRED KAHN tpel- r--' FROM: 

SUBJECT: THE 1979 FEED GRAIN PROGRAM 

Your pending decision on the 1979 feed grain program will 
have significant implications for inflation. I agree with 
OMB and CEA favoring the least restrictive of the 
alternatives--a 10 percent set-aside with a $2.20 target 
price. 

You have been presented with a choice among three proposals: 
a straight 10 percent set-aside estimated to result in a 
season average corn price of $2.09/bushel, and two 20 
percent acreage reduction proposals, one resulting in an 
average price of $2.19 and the other in $2.25. 

There are two major reasons for favoring the least 
restrictive of the three. ~-~ 

1. The costs to domestic users of feed g.rains would 
be increased by $900 million in moving from a 
10 percent .se.t-aside. to the most restrictive of 
the 20 percent options. The intermediate option 
of a $2.19 price would raise costs to domestic 
users by abou,t $.560 million. These higher costs 
may not be reflected immediately at the consumer 
level, but they will ultimately be passed through 
into retail prices. 

2. The proposed reduct~on in stocks raises the risks 
of higher prices in the face of a domestic or 
foreign crop failure. Stocks have been rebuilt 
in recent years and are now above the USDA 
objective. But the objective. seems low, .since 
reserves relative to total consumption are below 
the levels that we maintained in the years before 
the 1973 grain crisis. A policy of restricting 
production and reducing stocks seems to me highly 
risky at the present time. 



r 
A

. 
K

A
H

N
'S 

CO
M

M
EN

T 



THE WHITE HOUSE 

WASHINGTON 

October 27, 1978 

MEMORANDUM FOR: 

::~:::NT~-FROM: 

SUBJECT: 1979 (FY 80) Feed Grain Program 

The only purpose of this memorandum is to urge you not to 
decide this issue before the election. 

I am not presuming to give you political advice. The bases 
for my recommendation are: 

1.. While there are differences of op1.n1.on about the 
extent, all parties agree that the option 3, recommended by 
the Office of Management and Budget, the Council of Economic 
Advisers, the State Department, and the National Security 
Council is the least inflationary of the ones being proposed, 
to you, and that the others will legitimately be perceived 
as.much more like business-as-usual on the anti-inflation 
front. 

2. It seems to me this is no time, immediately after 
your declaration of a strong anti-inflation policy, even 
to seem to be pursuing business as usual, when presented 
with your first opportunity realiy to disallow a special 
interest, inflationary policy. 

3. There are obviously differences of opinion about 
whether there is an offsetting positive political reason 
for acting before the election. OMB contends farmers will 
be just as likely to be angered by your acceptance of 
option 1 as by the delay~ I cannot evaluate this contention. 
My overriding consideration is my second point. 

I have not, in my first day, had time to analyze the appraisals 
of the inflationary implications of the three conflicting 
options. Delaying your decision will give me an opportunity 
to do so just as quickly as possible. 



The high level of production achieved this year suggests 
that some se.t-aside is probably desirable. In time of 
acute inflationary danger, however, I think we should 
resolve all doubts on the side of the smallest possible 
artificial restrictions on production. An error on the 
side of smaller cutbacks than later proves necessary can 
always be corrected in the future; the moderate reduction· 
I suggest now could be adjusted by some further restraint 
next year, if that should prove necessary. An error on the 
other, more inflationary side cannot be so easily corrected. 

Finally, a 20 percen.t set-aside would be perceived as an 
example of business as usual, and not consistent with a 
strong attack against inflation~ 

- 2 -
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__ ,.. 

DATE: · 09 NOV 78 

FOR AcriON:: 

.INF.O rnLY~: VlCE PRESIDENT· . 

HAMTI..TON JORDAN 

CHARLIE SCHULTZE 

WASHINGTON· 

.STU EIZENSTAT 

JIM MCINTYRE 

SUBJECT:. ALFRED KilliN MEMO RE: 1979 .FEED GRAIN PROORAM 
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MEMORANDUM 

THE WHITE HOUSE 

WASHINGTON 

October 26, 1978 

MEMORANDUM FOR: STU EIZENSTAT 

FROM: ESTHER PETERSON 

SUBJECT: 1979/80 Feed Grain Program 

We support a 1979/80· feed grain program which includes a 10 percent 
set aside and $2. 2,0 target price coupled with a 10 percent diversion 
with 10¢ payment. 

While a 10 percent set aside only is an attractive alternative, especially 
when comparing the estimates of economic indicators provided by USDA, 
we have difficulty accepting certain of the underlying assumptions in 
that analysis. 

USDA has assumed that soybean. acreage will not vary among options 
for feed grains which result in season average corn prices ranging 
from $2. 09/bu to $2. 2'5 /bu. Given· the high substitutability between 
the production of corn and soybeans, this assumption seems unrealistic. 
If we get a one million acre swi:ng from corn to soybeans in the low 
priced option, the market price would increase on the order of 6¢/bu. 
The price comparison then would be between $2.15/bu for the 10 percent 
set aside and $2.19 /bu for the 10/10-$2. 20 target. 

Budget outlays, using USDA numbers, would be about $50 million less 
under the 10/10-$2.20 option than the 10 percent set aside. Using our 
assumption of soybean acreage, the 10 percent set aside would result 
in a budget outlay ·of about $5'0 million less than the 10/10-$2.20 option. 
Thus, regardless of assumption, the budget impact of the two options 
are virtually identical. 



DEPARTMENT OF AGHICUL TURE 
OFFICE OF THE SECRETARY 

WASHINGTON~ D .. C. 20250 

.NoVerilber 10, 1978 

MEMORANDUM FOR: Stu Eizenstat 

FROM: HCMard Hjort 

SUBJECI',: · 1979 Feed Grain Program 

The latest ... estimates. of u • .s. 1978 crop production were. released yesterday. 
This assessrrent, based upon yield and harvested acreage .surveys taken about 
November 1, carpares with the October 1 assessrrent as follCMs: · 

Corn for grain 
Sorghum for grain 
oats · 
Barley 

Feed Grains 
Soybeans 

Major FeedS 

October 1 November 1 Change 
- - - - - millilion bushelS - - - - -

6,824 
699 
596 
438 

209.3 
48·.8 

258.1 

6,890 
704 
596* 
438* 

million tOns 

211.1 
49.3 

260·.4 

+ 66 
+ 5 

+ 1.8 
+ 0.5 
+ 2.3 

*october estimates carried forWard. 

USDA's Interagency Colmod:i:ty Estimates Coimn:i.tt:ee for Feed Grains met 
yesterday after the crop repOrt was released. It concluded that the 
increase in production would be added to ending stocks, and, "therefore., 
the estimates for release to tile public on MOnday will shCM feed grain 
stocks risiag fran 40 million tons before the 1978 crops were harvested, 
to 52.5 million tons by the time the 1979 crops are ready for harvest. 
This represents an increase of 1. 8 million tons from the estimate used 
in connection with the analysis of the 1979 feed grain program options. 

Corn stocks are n.cM expected to rise from 1,064 million bushels on October 
1, 1978 to 1,535 million bushels on October 1, 1979. 

Over the past l!O years the November ·1 forecast has been below the final 
estimate 9 times. and above 1 time.· Further, once a withih-season trend · -
has been established the final. estimate usually is consistent with the 
trend. This year, every corn production estimate has been above the one · · 
for the previous m::mth, so the cpances, I believe, are better thah even , 
that the final estimate Will be above the November 1 estimate. The final 
estimate will not be available for two mon-ths. 
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World Grains 

USDA will also release it's latest assessment of the world grain situation 
and outlook for 1978/79 on Monday, Noven'ber 13. The last official release 
was on September 27. They ca:npa.re as follows: 

World Total Grain· Summary 
(Incil:lding Milled Rice) · 

1978-79 

19 77/78 September 27 November 13 Change 
- - - - - - - - - million tons - - - - - - - -

Beginning Stocks 192 185 184 1 
Production 1,322 1,385 1,409 + 24 

Total Supply 1,512 1,570 1,593 + 23 

Utilization 1,330 1,368 1,367 1 

Ending Stocks 184 202 226 + 24 

The latest estimate of the 1978 world. grain crop is 24 million tons higher 
than the September estimate,·. 87 million tons above a year ago, and 56 million 
above the previous record set in 1976. 

World utilization is projected to increase over 19·77/78 by about 37 million 
tons, and "WOrld stocks are now expected to rise to 226 million tons, up 24 
million from the September estimate, and 42 million nore than at the begin­
ning of the 1978/79 season. The world has been favored with exceptionally 
favorable weather patterns this year • 

. World Coarse Grains 

World coarse grain production is now estimated C!.t 732.4 million tons. The 
last official estimate, :released on September 27, was 720 million tons. In 
September it appeared 1978 productionwotildbe 26 million tons above 1977; 
now it appears the increase fran 1977 to 1978 wil!l be about 39 million tons. 
The significance of these revisions can be placed in context by recalling 
that the difference in our production between a zero and a 20-percent set.:... 
aside/diversion program for the 1979 corn crop is only 8 million tons. 

The world feed grain utilization estimate has been increased slightly since 
September, but nost of the additional production will add to stocks. 
World coarse grain stocks were. around 82 million tons at the beginning Qf 
the 1978/79 .season. Last September we expected they would rise to about 
96 million tons by next fall; nr::M the estimate is that there will be 
about 106 million tons in stock by then, an increase of 24 million tons 
fran this fall to next. 



Stu Eizenstat 2 

Politically, we think it is unrealistic to expect that a feed grain program 
which idles less than 20 percent of the acreage will be accepted. While 
our option is slightly more costly than a 10 percent set aside., it is also 
slightly less costly than the USDA backed option with a $2.25 target 
price. That 0ption is the most expensive under consideration. If 
adopted, we would find it considerably more difficult to live up to our 
responsibility under the 1964 Meat Import Act should it be necessary 
to expand meat quotas this year. Cattlemen would be quick to charge 
that we have unfairly raised their costs by selecting the most costly 
feed grain option and at the same time depressed their prices by allowing 
more beef to be imported. 
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Coarse grain production will be higher than previously expected in Canada, 
Australia, Thailand, West Europe, the USSR, the u.s., and in several smaller 
producing countries. The only significant decrease from September indications 
is reported for Eastern EUrope. However, the estimate of com inports by the 
PRC has been increased. 

Implications 

The sharp upward revision in the official estimate of 1978 world grain 
production and the associated increase in the estimate of world grain 
stocks at the end of the 19 78/79 season has and will continue to pia.ce 
downward pressure on grain prices. Feed grain prices nonnally are at 
their low for the season during Sep~-November,, and' then rise seasonally, 
basically to reflect the cost of sti:ori.ng the grain. Earlier, we expected c- Or 
feed grain prices, to rise at a rat.J.I slightly in excess of a nonnal seasonal 
pattern, due to the accumulation of reserves, another good (but not record) 
year for exports, an increase in grain fed to livestock at home, and the 
expectation that a set~aside program similiar to 1978 would be in, effect 
for 1979. NOW', the record supply available to the u.s. and the world will 
temper the price rise. 

While the revisions in the u.s. and \\Orld production and stock estimates 
are not expected to appreciably affect our estimate of the 1978-79 season 
average price for com (it already is essentially at the market support 
price), the major impact will be with respect to the estimates for 1979-80. 

The revisions in the com stock estimates -- a total stock of 1, 535 million 
bushels instead of 1,469 million at the begirming of the 1979 season--
will take about 5 cents a bushel off the season average price received for 
fanners, irrespective of the feed grain program option. Second, the 
significant upward revision in "rest of world" stocks at the beginning of the 
19 79 season raises the distinct possibility that the estimates of u.S. feed 
grain exports during the 1979-80 season may be too optimistic. 

This means that the season average price estimates for com used in the 
options paper on the 1979 feed grain program clearly are too high. We 
should take at least 5 cents a bushel off the price estimates for eve;¥ 
option, and llDre if the export estimate is revised downwards. That is, 
I would not expect a season average com price during the 1979 season in 
excess of $2.20 a bushel even with a 1979 program that offers a $2.25-target 
price plus a 10-cent diversion payment for a, 20-percent set-aside/diversion 
program, unless yields are lower than have been assurred. A decline of 
5 cents a bushel reduces the value of feed grain exports about $150 million, 
and adds downward pressure on the dollar. The increase in stocks will lead 
to higher loan and inventory outlays, and the lOW'er price will mean higher 
deficiency paynents, for each option. 

We ImlSt anticipate price increases in items used to produce feed grains 
of 6 to 8 percent over the year beginning October 1, 1978. Therefore, 
it would take a com price of $2.17 to $2.21 a bushel to oover the increase 
in oosts. And unless the yield is again in excess of 101 bushels per acre 
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(highly nnlikely) fanners will have less to sell. This neans they have no 
chance of being even as well off as this year nnder any option now being 
considered. 

:EI0WARD W. IDORI' .. 
Director of Economics, Policy 

Analysis and Budget 
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